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[Prior to 10/22/86, see Insurance Department[510], renamed Insurance Division[191] under the “umbrella”

1.1(502,505)
1.2(502,505)
1.3(22,502,505)
1.4(505)

2.1(17A)
2.2(17A)
2.3(17A)
2.4(17A)
2.5(17A)
2.6(17A)
2.7(17A)
2.8(17A)
2.9(17A)
2.10(17A)
2.11(17A)
2.12(17A)

3.1(17A)
3.2(17A)
3.3(17A)
3.4(17A)
3.5(17A)
3.6(17A)
3.7(17A)
3.8(17A)
3.9(17A)
3.10(17A)
3.11(17A)
3.12(17A)
3.13(17A)
3.14(17A)
3.15(17A)
3.16(17A)
3.17(17A)
3.18(17A)
3.19(17A)
3.20(17A)
3.21(17A)
3.22(17A)
3.23(17A)
3.24(17A)

Insurance[191]

INSURANCE DIVISION|[191]

of Department of Commerce by the 1986 lowa Acts, Senate File 2175]

ORGANIZATION AND PROCEDURES

CHAPTER 1
ORGANIZATION OF DIVISION
Organization
Location and contact information
Public information and inspection of records
Service of process

CHAPTER 2
DECLARATORY ORDERS
Petition for declaratory order
Notice of petition
Intervention
Briefs
Inquiries
Service and filing of petitions and other papers
Consideration
Action on petition
Refusal to issue order
Contents of declaratory order—effective date
Copies of orders
Effect of a declaratory order

CHAPTER 3
CONTESTED CASES
Scope and applicability
Definitions
Time requirements
Requests for contested case proceeding
Commencement of hearing; notice
Presiding officer
Waiver of procedures
Telephone proceedings
Disqualification
Consolidation—severance
Pleadings
Service and filing of pleadings and other papers
Discovery
Subpoenas
Motions
Prehearing conference
Continuances
Withdrawals
Intervention
Hearing procedures
Evidence
Default
Ex parte communication
Recording costs
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3.25(17A)
3.26(17A)
3.27(17A)
3.28(17A)
3.29(17A)
3.30(17A)
3.31(17A)

3.32(502,505,507B)
3.33(17A,502,505)
3.34(17A,502,505)

Insurance[191]

Interlocutory appeals

Final decision

Appeals and review

Applications for rehearing

Stay of agency action

No factual dispute contested cases

Emergency adjudicative proceedings
Summary cease and desist orders
Informal settlement
Witness fees

CHAPTER 4

IAC 10/29/14

AGENCY PROCEDURE FOR RULE MAKING AND WAIVER OF RULES

4.1(17A)
42(17A)
43(17A)
4.4(17A)
4.5(17A)
4.6(17A)
4.7(17A,25B)
4.8(17A)
4.9(17A)
4.10(17A)
4.11(17A)
4.12(17A)
4.13(17A)
4.14(17A)
4.15(17A)
4.16(17A)
4.17(17A)
4.18(17A)
4.19 and 4.20

421(17A)
4.22(17A)
4.23(17A)
4.24(17A)
4.25(17A)
4.26(17A)
427(17A)
4.28(17A)
4.29(17A)
430(17A)
431(17A)
4.32(17A)
4.33(17A)
4.34(17A)
4.35(17A)
436(17A)

DIVISION I

AGENCY PROCEDURE FOR RULE MAKING

Applicability

Advice on possible rules before notice of proposed rule adoption

Public rule-making docket

Notice of proposed rule making
Public participation

Regulatory analysis

Fiscal impact statement

Time and manner of rule adoption

Variance between adopted rule and rule proposed in Notice of Intended Action

Exemptions from public rule-making procedures

Concise statement of reasons

Contents, style, and form of rule

Agency rule-making record

Filing of rules

Effectiveness of rules prior to publication
General statements of policy

Review of rules by division

Petition for rule making

Reserved
DIVISION II
WAIVER AND VARIANCE RULES
Definition
Scope

Applicability of Division II of Chapter 4
Criteria for waiver or variance
Filing of petition

Content of petition

Additional information
Notice

Hearing procedures

Ruling

Public availability

Summary reports

Cancellation of a waiver
Violations

Defense

Judicial review
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5.1(507)
5.2(505,507)
5.3(507,508,515)
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REGULATION OF INSURERS

CHAPTER 5
REGULATION OF INSURERS—GENERAL PROVISIONS
Examination reports
Examination for admission
Submission of quarterly financial information

5.4(505,508,515,520)  Surplus notes

5.5(505,515,520)
5.6(505,515,520)
5.7(505)
5.8(505)
5.9(505)
5.10(511)
5.11(511)
5.12(515)
5.13(508,515)
5.14

Maximum allowable premium volume

Treatment of various items on the financial statement
Ordering withdrawal of domestic insurers from states
Monitoring

Rate and form filings

Life companies—permissible investments
Investment of funds

Collateral loans

Loans to officers, directors, employees, etc.
Reserved

5.15(508,512B,514,514B,515,520) Accounting practices and procedures manual and annual statement

5.16 t0 5.19
5.20(508)

instructions
Reserved
Computation of reserves

UNEARNED PREMIUM RESERVES ON MORTGAGE GUARANTY INSURANCE POLICIES

5.21(515C)
5.22(515C)
5.23(507C)
5.24(507C)

5.25
5.26(508,515)
5.27(508,515,520)
5.28(508,515,520)
5.29(508,515)
5.30(515)
5.31(515)
5.32(511,515)
5.33(510)
5.34(508)

5.35t0 5.39
5.40(515)
5.41(508)
5.42(432)
5.43(510)

5.44 t0 5.49
5.50(535A)
5.51(535A)
5.52(535A)
5.53(535A)
5.54(535A)
5.55(535A)

Unearned premium reserve factors

Contingency reserve

Standards

Commissioner’s authority

Reserved

Participation in the NAIC Insurance Regulatory Information System
Asset valuation
Risk-based capital and surplus

Actuarial certification of reserves

Single maximum risk—fidelity and surety risks

Reinsurance contracts

Investments in medium grade and lower grade obligations

Credit for reinsurance

Actuarial opinion and memorandum

Reserved

Premium tax

Tax on gross premiums—Iife companies

Cash refund of premium tax

Managing general agents

DISCLOSURE OF MORTGAGE LOAN APPLICATIONS
Reserved
Purpose
Definitions
Filing of reports
Form and content of reports
Additional information required
Written complaints
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CHAPTER 6
ORGANIZATION OF DOMESTIC INSURANCE COMPANIES
6.1(5006) Definitions
6.2(5006) Promoters contributions
6.3(5006) Escrow
6.4(5006) Alienation
6.5(506) Sales to promoters
6.6(506) Options
6.7(506) Qualifications of management
6.8(506) Chief executive
6.9(506) Directors
CHAPTER 7

DOMESTIC STOCK INSURERS PROXIES

PROXY REGULATIONS

7.1(523) Application of regulation

7.2(523) Proxies, consents and authorizations

7.3(523) Disclosure of equivalent information

7.4(523) Definitions

7.5(523) Information to be furnished to stockholders

7.6(523) Requirements as to proxy

7.7(523) Material required to be filed

7.8(523) False or misleading statements

7.9(523) Prohibition of certain solicitations

7.10(523) Special provisions applicable to election contests
SCHEDULE A

INFORMATION REQUIRED IN PROXY STATEMENT

SCHEDULE B
INFORMATION TO BE INCLUDED IN STATEMENTS FILED BY OR ON BEHALF
OF A PARTICIPANT (OTHER THAN THE INSURER) IN A PROXY SOLICITATION
IN AN ELECTION CONTEST

POLICYHOLDER PROXY SOLICITATION

7.11(523) Application
7.12(523) Conditions—revocation
7.13(523) Filing proxy
7.14(523) Solicitation by agents—use of funds
7.15t0 7.19 Reserved
STOCK TRANSACTION REPORTING
7.20(523) Statement of changes of beneficial ownership of securities
CHAPTER 8
BENEVOLENT ASSOCIATIONS
8.1 and 8.2 Reserved
8.3(512A) Organization
8.4(512A) Membership
8.5(512A) Fees, dues and assessments
8.6(512A) Reserve fund
8.7(512A) Certificates
8.8(512A) Beneficiaries
8.9(512A) Mergers

8.10(512A) Directors and officers

IAC 10/29/14
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8.11(512A)
8.12(512A)

10.1(522B)
10.2(522B)
10.3(522B)
10.4(522B)
10.5(522B)
10.6(522B)
10.7(522B)
10.8(522B)
10.9(522B)
10.10(522B)

10.11(522B)
10.12(522B)
10.13(522B)
10.14(522B)
10.15(522B)
10.16(522B)
10.17(522B)
10.18(522B)
10.19(522B)

10.20(522B)
10.21(2527)
10.22(261)

Insurance[191]

Stockholders
Bookkeeping and accounts

CHAPTER 9
Reserved

INSURANCE PRODUCERS

CHAPTER 10
LICENSING OF INSURANCE PRODUCERS
DIVISION 1
LICENSING OF INSURANCE PRODUCERS
Purpose and authority
Definitions
Requirement to hold a license
Licensing of resident producers
Licensing of nonresident producers
Issuance of license
License lines of authority
License renewal
License reinstatement

Analysis, p.5

Reinstatement or reissuance of a license after suspension, revocation or forfeiture
in connection with disciplinary matters; and forfeiture in lieu of compliance

Temporary licenses

Change in name, address or state of residence
Reporting of actions

Commissions and referral fees

Appointments

Appointment renewal

Appointment terminations

Licensing of a business entity

Use of senior-specific certifications and professional designations in the sale of life

insurance and annuities
Violations and penalties
Suspension for failure to pay child support
Suspension for failure to pay student loan

10.23(82GA,SF2428)  Suspension for failure to pay state debt

10.24(522B)
10.25(522B)
10.26(522B)

10.27 to 10.50

10.51(522A)
10.52(522A)
10.53(522A)
10.54(522A)
10.55(522A)
10.56(522A)
10.57(522A)
10.58(522A)
10.59(522A)
10.60(522A)

Administration of examinations
Forms
Fees
Reserved

DIVISION 1I

LICENSING OF CAR RENTAL COMPANIES AND EMPLOYEES

Purpose
Definitions
Requirement to hold a license
Limited licensee application process
Counter employee licenses
Duties of limited licensees
License renewal
Limitation on fees
Change in name or address
Violations and penalties
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11.1(505,522B)
11.2(505,522B)
11.3(505,522B)
11.4(505,522B)
11.5(505,522B)
11.6(505,522B)
11.7(505,522B)
11.8(505,522B)
11.9(505,522B)
11.10(505,522B)
11.11(505,522B)
11.12(505,522B)
11.13(505,522B)
11.14(505,522B)

12.1(508,515)
12.2(508,515)
12.3(508,515)
12.4(508,515)
12.5(508,515)

13.1(505,522B)
13.2(505,522B)
13.3(505,522B)
13.4(505,522B)
13.5(505,522B)
13.6(505,522B)
13.7(505,522B)
13.8(505,522B)
13.9(505,522B)
13.10(505,522B)

14.1(507B)
14.2(507B)
14.3(507B)
14.4(507B)
14.5(507B)
14.6(507B)
14.7(507B)
14.8(507B)
14.9(507B)
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CHAPTER 11
CONTINUING EDUCATION FOR
INSURANCE PRODUCERS
Statutory authority—purpose—applicability
Definitions
Continuing education requirements for producers
Proof of completion of continuing education requirements
Course approval
Topic guidelines
CE course renewal
Appeals
CE provider approval
CE provider’s responsibilities
Prohibited conduct—CE providers
Outside vendor
CE course audits
Fees and costs

CHAPTER 12
PORT OF ENTRY REQUIREMENTS
Purpose
Trust and other admission requirements
Examination and preferred supervision
Surplus required
Investments

CHAPTER 13
CONSENT FOR PROHIBITED PERSONS
TO ENGAGE IN THE BUSINESS OF INSURANCE

Purpose and authority
Definitions
Requirement for prohibited persons to obtain consent
Applications for consent
Consideration of applications for consent
Review of application by the division
Consent effective for specified positions and responsibilities only
Change in circumstances
Burden of proof
Violations and penalties

UNFAIR TRADE PRACTICES

CHAPTER 14

LIFE INSURANCE ILLUSTRATIONS MODEL REGULATION

Purpose

Authority

Applicability and scope

Definitions

Policies to be illustrated

General rules and prohibitions

Standards for basic illustrations

Standards for supplemental illustrations
Delivery of illustration and record retention
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14.10(507B)
14.11(507B)
14.12(507B)
14.13(507B)
14.14(507B)

15.1(507B)
15.2(507B)
15.3(507B)
15.4(507B)
15.5(507B)
15.6(507B)
15.7(507B)
15.8(507B)
15.9(507B)
15.10(507B)
15.11(507B)
15.12(507B)

15.13(507B)

15.14(505,507B)

15.15to 15.30

15.31(507B)
15.32(507B)
15.33(507B)
15.34 to 15.40
15.41(507B)
15.42(507B)
15.43(507B)
15.44(507B)
15.45(507B)
15.46 to 15.50

15.51(507B)
15.52(507B)
15.53(507B)
15.54(507B)
15.55(507B)
15.56 to 15.60

15.61(507B)
15.62(507B)
15.63(507B)
15.64(507B)
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Annual report; notice to policyowners
Annual certifications

Penalties
Separability
Effective date
CHAPTER 15
UNFAIR TRADE PRACTICES
DIVISION I
SALES PRACTICES
Purpose
Definitions
Advertising

Life insurance cost and benefit disclosure requirements
Health insurance sales to individuals 65 years of age or older
Preneed funeral contracts or prearrangements
Twisting prohibited
Producer responsibilities
Right to return a life insurance policy or annuity (free look)
Uninsured/underinsured automobile coverage—notice required
Unfair discrimination
Testing restrictions of insurance applications for the human immunodeficiency
virus

Records maintenance
Enforcement section—cease and desist and penalty orders
Reserved

DIVISION II

CLAIMS

General claims settlement guidelines
Prompt payment of certain health claims
Audit procedures for medical claims
Reserved
Claims settlement guidelines for property and casualty insurance
Acknowledgment of communications by property and casualty insurers
Standards for settlement of automobile insurance claims
Standards for determining replacement cost and actual cost values
Guidelines for use of aftermarket crash parts in motor vehicles
Reserved

DIVISION IIT
DISCLOSURE FOR SMALL FACE AMOUNT LIFE INSURANCE POLICIES
Purpose
Definition
Exemptions

Disclosure requirements
Insurer duties

Reserved
DIVISION IV
ANNUITY DISCLOSURE REQUIREMENTS
Purpose
Applicability and scope
Definitions

Standards for the disclosure document and Buyer’s Guide
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15.65(507B)
15.66(507B)
15.67(507B)
15.68(507B)
15.69(507B)

15.70 and 15.71

15.72(507B)
15.73(507B)
15.74(507B)
15.75(507B)
15.76(507B)
15.77(507B)
15.78(507B)
15.79

15.80(507B,522B)
15.81(507B,522B)
15.82(507B,522B)
15.83(507B,522B)
15.84(507B,522B)
15.85(507B,522B)
15.86(507B,522B)
15.87(507B,522B)

16.1to 16.20

16.21(507B)
16.22(507B)
16.23(507B)
16.24(507B)
16.25(507B)
16.26(507B)
16.27(507B)
16.28(507B)
16.29(507B)
16.30(507B)

17.1(508)
17.2(508)
17.3(508)
17.4(508)
17.5(508)

Insurance[191]

Content of disclosure documents
Standards for annuity illustrations
Report to contract owners
Penalties
Severability
Reserved
DIVISION V
SUITABILITY IN ANNUITY TRANSACTIONS
Purpose
Applicability and scope
Definitions
Duties of insurers and of insurance producers
Insurance producer training
Compliance; mitigation; penalties
Record keeping
Reserved
DIVISION VI
INDEXED PRODUCTS TRAINING REQUIREMENT
Purpose
Definitions
Special training required
Conduct of training course
Insurer duties
Verification of training
Penalties
Compliance date

CHAPTER 16
REPLACEMENT OF LIFE INSURANCE AND ANNUITIES
DIVISION I
Reserved
DIVISION TI
Purpose
Definitions
Exemptions

Duties of producers

Duties of all insurers that use producers on or after January 1, 2001
Duties of replacing insurers that use producers

Duties of the existing insurer

Duties of insurers with respect to direct-response solicitations
Violations and penalties

Severability

CHAPTER 17
LIFE AND HEALTH REINSURANCE AGREEMENTS
Authority and purpose
Scope
Accounting requirements
Written agreements
Existing agreements

IAC 10/29/14
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CHAPTERS 18 and 19
Reserved

PROPERTY AND CASUALTY INSURANCE
CHAPTER 20
PROPERTY AND CASUALTY INSURANCE

DIVISION I
FORM AND RATE REQUIREMENTS

20.1(505,509,514A,515,515A,515F) General filing requirements

20.2(505)
20.3

Objection to filing
Reserved

20.4(505,509,514A,515,515A,515F) Policy form filing

20.5(515A)
20.6(515A)
20.7
20.8(515A)
20.9 and 20.10
20.11(515)
20.12 to 20.40

20.41(515,515F)
20.42(515,515F)
20.43(515,515F)
20.44(515,515F)
20.45(515,515F)
20.46(515,515F)
20.47(515,515F)
20.48(515,515F)
20.49(515,515F)
20.50(515,515F)
20.51(515,515F)
20.52(515,515F)
20.53(515,515F)
20.54(515,515F)
20.55(515,515F)
20.56(515,515F)
20.57(515,515F)
20.58(515,515F)
20.59(515,515F)
20.60(515,515F)
20.61 to 20.69

20.70(515)
20.71(515)
20.72(515)

Rate or manual rule filing
Exemption from filing requirement
Reserved
Rate filings for crop-hail insurance
Reserved
Exemption from form and rate filing requirements
Reserved
DIVISION II

IOWA FAIR PLAN ACT
Purpose
Scope
Definitions
Eligible risks
Membership
Administration
Duties of the governing committee
Annual and special meetings
Application for insurance
Inspection procedure
Procedure after inspection and receipt of application
Reasonable underwriting standards for property coverage
Reasonable underwriting standards for liability coverage
Cancellation; nonrenewal and limitations; review of eligibility
Assessments
Commission
Public education
Cooperation and authority of producers
Review by commissioner
Indemnification
Reserved

DIVISION III

CERTIFICATES OF INSURANCE FOR COMMERCIAL LENDING TRANSACTIONS

Purpose
Definitions
Evidence of insurance

Analysis, p.9
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21.1(515)
21.2(515)
21.3(515)
21.4(515)
21.5(515)

21.6(515E)
21.7(515E)
21.8(515E)

21.9(515,515E)

22.1(515C)
22.2(515)

23.1(516E)
23.2(516E)
23.3(516E)
23.4(516E)
23.5(516E)
23.6(516E)
23.7(516E)
23.8(516E)
23.9(516E)
23.10(516E)
23.11(516E)
23.12(516E)
23.13(516E)

24.1(523D)
24.2(523D)
24.3(523D)
24.4(523D)
24.5(523D)
24.6(523D)
24.7(523D)
24.8(523D)
24.9(523D)
24.10(523D)
24.11(523D)
24.12(523D)
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CHAPTER 21
REQUIREMENTS FOR EXCESS AND SURPLUS LINES,

RISK RETENTION GROUPS AND PURCHASING GROUPS

Definitions

Qualified surplus lines carriers’ duties

Producers’ duties

Producers’ duty to insured; evidence of coverage

Procedures for qualification and renewal of a nonadmitted insurer as a qualified
surplus lines carrier

Risk retention groups

Procedures for qualification as a risk retention group

Procedures for qualification as a purchasing group

Failure to comply; penalties

CHAPTER 22
FINANCIAL GUARANTY INSURANCE
Definitions
Financial requirements and reserves

CHAPTER 23

MOTOR VEHICLE SERVICE CONTRACTS
Purpose
Applicability and scope
Application of insurance laws
Administration
Public access to hearings
Public access to records
Filing procedures
Fees
Forms
Prohibited acts—unfair discrimination or trade practices
Prohibited acts—unfair or deceptive trade practices involving used or rebuilt parts
Violations
Procedures for public complaints

CHAPTER 24
IOWA RETIREMENT FACILITIES
Purpose
Title
Definitions
Administration
Misrepresentations
Complaints
Address for filings
Fees
Forms
Financial statements, studies, and forecasts
Amendments to the disclosure statement
Standards for the disclosure statement
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CHAPTER 25
MILITARY SALES PRACTICES

25.1(505) Purpose and authority
25.2(505) Scope
25.3(505) Exemptions
25.4(505) Definitions
25.5(505) Practices declared false, misleading, deceptive or unfair on a military installation
25.6(505) Practices declared false, misleading, deceptive or unfair regardless of location
25.7(505) Reporting requirements
25.8(505) Violation and penalties
25.9(505) Severability

CHAPTER 26

Reserved
CHAPTER 27
PREFERRED PROVIDER ARRANGEMENTS

27.1(514F) Purpose
27.2(514F) Definitions
27.3(514F) Preferred provider arrangements
27.4(514F) Health benefit plans
27.5(514F) Preferred provider participation requirements
27.6(514F) General requirements
27.7(514F) Civil penalties
27.8(514F) Health care insurer requirements

CHAPTER 28

CREDIT LIFE AND CREDIT
ACCIDENT AND HEALTH INSURANCE

28.1(509) Purpose

28.2(509) Definitions

28.3(509) Rights and treatment of debtors

28.4(509) Policy forms and related material

28.5(509) Determination of reasonableness of benefits in relation to premium charge
28.6 Reserved

28.7(509) Credit life insurance rates

28.8(509) Credit accident and health insurance

28.9(509) Refund formulas

28.10(509) Experience reports and adjustment of prima facie rates
28.11(509) Use of rates—direct business only

28.12(509) Supervision of credit insurance operations

28.13(509) Prohibited transactions

28.14(509) Disclosure and readability

28.15(509) Severability

28.16(509) Effective date

28.17(509) Fifteen-day free examination

CHAPTER 29
CONTINUATION RIGHTS UNDER GROUP ACCIDENT
AND HEALTH INSURANCE POLICIES
29.1(509B) Definitions
29.2(509B) Notice regarding continuation rights
29.3(509B) Qualifying events for continuation rights
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29.4(509B) Interplay between chapter 509B and COBRA
29.5(509B) Effective date for compliance

LIFE AND HEALTH INSURANCE

CHAPTER 30
LIFE INSURANCE POLICIES
30.1(508) Purpose
30.2(508) Scope
30.3(508) Definitions
30.4(508) Prohibitions, regulations and disclosure requirements
30.5(508) General filing requirements
30.6(508) Back dating of life policies
30.7(508,515) Expiration date of policy vs. charter expiration date
30.8(509) Electronic delivery of group life insurance certificates
CHAPTER 31
LIFE INSURANCE COMPANIES—VARIABLE ANNUITIES CONTRACTS
31.1(508) Definitions
31.2(508) Insurance company qualifications
31.3(508) Filing, policy forms and provision
31.4(508) Separate account or accounts and investments
31.5(508) Required reports
31.6(508) Producers
31.7(508) Foreign companies
CHAPTER 32

DEPOSITS BY A DOMESTIC LIFE COMPANY IN A
CUSTODIAN BANK OR CLEARING CORPORATION

32.1(508) Purpose
32.2(508) Definitions
32.3(508) Requirements upon custodial account and custodial agreement
32.4(508) Requirements upon custodians
32.5(508,511) Deposit of securities
CHAPTER 33
VARIABLE LIFE INSURANCE MODEL REGULATION
33.1(508A) Authority
33.2(508A) Definitions
33.3(508A) Qualification of insurer to issue variable life insurance
33.4(508A) Insurance policy requirements
33.5(508A) Reserve liabilities for variable life insurance
33.6(508A) Separate accounts
33.7(508A) Information furnished to applicants
33.8(508A) Applications
33.9(508A) Reports to policyholders
33.10(508A) Foreign companies
33.11 Reserved
33.12(508A) Separability article
CHAPTER 34
NONPROFIT HEALTH SERVICE CORPORATIONS
34.1(514) Purpose

34.2(514) Definitions
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34.3(514) Annual report requirements

34.4(514) Arbitration

34.5(514) Filing requirements

34.6(514) Participating hospital contracts

34.7(514) Composition, nomination, and election of board of directors
CHAPTER 35

ACCIDENT AND HEALTH INSURANCE

BLANKET ACCIDENT AND SICKNESS INSURANCE

35.1(509) Purpose
35.2(509) Scope
35.3(509) Definitions
35.4(509) Required provisions
35.5(509) Application and certificates not required
35.6(509) Facility of payment
35.7(509) General filing requirements
35.8(509) Electronic delivery of accident and health group insurance certificates
35.9t035.19 Reserved
35.20(509A) Life and health self-funded plans
35.21(509) Review of certificates issued under group policies
LARGE GROUP HEALTH INSURANCE COVERAGE
35.22(509) Purpose
35.23(509) Definitions
35.24(509) Eligibility to enroll
35.25(509) Special enrollments
35.26(509) Group health insurance coverage policy requirements
35.27(509) Methods of counting creditable coverage
35.28(509) Certificates of creditable coverage
35.29(509) Notification requirements
35.30 Reserved
35.31(509) Disclosure requirements
35.32(514C) Treatment options
35.33(514C) Emergency services
35.34(514C) Provider access
35.35(509) Reconstructive surgery
CONSUMER GUIDE
35.36(514K) Purpose
35.37(514K) Information filing requirements
35.38(514K) Limitation of information published
35.39(514C) Contraceptive coverage
35.40(514C) Autism spectrum disorders coverage

CHAPTER 36
INDIVIDUAL ACCIDENT AND HEALTH—MINIMUM
STANDARDS AND RATE HEARINGS

DIVISION I
MINIMUM STANDARDS

36.1(514D) Purpose
36.2(514D) Applicability and scope
36.3(514D) Effective date

36.4(514D) Policy definitions
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36.5(514D)
36.6(514D)
36.7(514D)
36.8(507B)
36.9(514D)
36.10(514D)
36.11(514D)
36.12(514D)

36.13(513C,514D)

36.14 to 36.19
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Prohibited policy provisions

Accident and sickness minimum standards for benefits

Required disclosure provisions

Requirements for replacement

Filing requirements

Loss ratios

Certification

Severability

Individual health insurance coverage for children under the age of 19
Reserved

DIVISION II
RATE HEARINGS

36.20(514D,83GA,SF2201) Rate hearings

37.1(514D)
37.2(514D)
37.3(514D)
37.4(514D)
37.5(514D)
37.6(514D)

37.7(514D)

37.8(514D)

37.9(514D)

37.10(514D)

37.11(514D)
37.12(514D)
37.13(514D)
37.14(514D)
37.15(514D)
37.16(514D)
37.17(514D)
37.18(514D)
37.19(514D)
37.20(514D)
37.21(514D)
37.22(514D)

37.23(514D)
37.24(514D)

CHAPTER 37
MEDICARE SUPPLEMENT INSURANCE
DIVISION I
MEDICARE SUPPLEMENT INSURANCE MINIMUM STANDARDS

Purpose

Applicability and scope

Definitions

Policy definitions and terms

Policy provisions

Minimum benefit standards for prestandardized Medicare supplement benefit plan
policies or certificates issued for delivery prior to January 1, 1992

Benefit standards for 1990 standardized Medicare supplement benefit plan policies
or certificates issued for delivery on or after January 1, 1992, and with an effective
date for coverage prior to June 1, 2010

Benefit standards for 2010 standardized Medicare supplement benefit plan policies
or certificates issued for delivery with an effective date for coverage on or after
June 1, 2010

Standard Medicare supplement benefit plans for 1990 standardized Medicare
supplement benefit plan policies or certificates with an effective date for coverage
prior to June 1, 2010

Standard Medicare supplement benefit plans for 2010 standardized Medicare
supplement benefit plan policies or certificates with an effective date for coverage
on or after June 1, 2010

Medicare Select policies and certificates

Open enrollment

Standards for claims payment

Loss ratio standards and refund or credit of premium

Filing and approval of policies and certificates and premium rates

Permitted compensation arrangements

Required disclosure provisions

Requirements for application forms and replacement coverage

Standards for marketing

Appropriateness of recommended purchase and excessive insurance

Reporting of multiple policies

Prohibition against preexisting conditions, waiting periods, elimination periods
and probationary periods in replacement policies or certificates

Prohibition against use of genetic information and requests for genetic testing

Prohibition against using SHIIP prepared materials
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37.25(514D) Guaranteed issue for eligible persons
37.26(514D) Severability
37.27 to 37.49 Reserved

DIVISION II

MEDICARE SUPPLEMENT ADVERTISING

37.50(507B,514D) Purpose
37.51(507B,514D) Applicability
37.52(507B,514D) Definitions
37.53(507B,514D) Form and content of advertisements
37.54(507B,514D) Testimonials or endorsements by third parties
37.55(507B,514D) Use of statistics; jurisdictional licensing; status of insurer
37.56(507B,514D) Identity of insurer
37.57(507B,514D) Introductory, initial or special offers
37.58(507B,514D) Enforcement procedures—certificate of compliance
37.59(507B,514D) Filing for prior review

CHAPTER 38
COORDINATION OF BENEFITS

DIVISION I
38.1 to 38.11 Reserved

DIVISION II
38.12(509,514) Purpose and applicability
38.13(509,514) Definitions
38.14(509,514) Use of model COB contract provision
38.15(509,514) Rules for coordination of benefits
38.16(509,514) Procedure to be followed by secondary plan to calculate benefits and pay a claim
38.17(509,514) Notice to covered persons
38.18(509,514) Miscellaneous provisions

CHAPTER 39
LONG-TERM CARE INSURANCE
DIVISION I
39.1(514G) Purpose
39.2(514G) Authority
39.3(514G) Applicability and scope
39.4(514G) Definitions
39.5(514G) Policy definitions
39.6(514G) Policy practices and provisions
39.7(514G) Required disclosure provisions
39.8(514G) Prohibition against postclaims underwriting
39.9(514D,514G) Minimum standards for home health care benefits in long-term care insurance
policies

39.10(514D,514G) Requirement to offer inflation protection

39.11(514D,514G) Requirements for application forms and replacement coverage

39.12(514G) Reserve standards

39.13(514D) Loss ratio

39.14(514G) Filing requirement

39.15(514D,514G) Standards for marketing

39.16(514D,514G) Suitability

39.17(514G) Prohibition against preexisting conditions and probationary periods in replacement
policies or certificates
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39.18(514G)
39.19(514G)
39.20(514G)
39.21(514G)

39.22(514G)
39.23(514G)
39.24(514G)
39.25(514G)
39.26(514G)
39.27(514G)
39.28(514G)
39.29(514G)
39.30(514G)
39.31(514G)

39.32(514G)
39.33 to 39.40

39.41(514G)
39.42(514G)
39.43(514G)
39.44(514G)
39.45(514G)
39.46(514G)
39.47(514G)
39.48(514G)
39.49(514G)
39.50(514G)
39.51(514G)
39.52(514G)
39.53(514G)
39.54(514G)
39.55(514G)
39.56 to 39.74
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Standard format outline of coverage
Requirement to deliver shopper’s guide
Policy summary and delivery of life insurance policies with long-term care riders
Reporting requirement for long-term care benefits funded through life insurance by
acceleration of the death benefit
Unintentional lapse
Denial of claims
Incontestability period
Required disclosure of rating practices to consumers
Initial filing requirements
Reporting requirements
Premium rate schedule increases
Nonforfeiture
Standards for benefit triggers
Additional standards for benefit triggers for qualified long-term care insurance
contracts
Penalties
Reserved
DIVISION II
INDEPENDENT REVIEW OF BENEFIT TRIGGER DETERMINATIONS
Purpose
Effective date
Definitions
Notice of benefit trigger determination and content
Notice of internal appeal decision and right to independent review
Independent review request
Certification process
Selection of independent review entity
Independent review process
Decision notification
Insurer information
Certification of independent review entity
Additional requirements
Toll-free telephone number
Insurance division application and reports
Reserved

DIVISION III
LONG-TERM CARE PARTNERSHIP PROGRAM

39.75(514H,83GA,HF723) Purpose

39.76(514H,83GA,HF723) Effective date
39.77(514H,83GA,HF723) Definitions

39.78(514H,83GA,HF723) Eligibility

39.79(514H,83GA,HF723) Discontinuance of partnership program
39.80(514H,83GA,HF723) Required disclosures
39.81(514H,83GA,HF723) Form filings
39.82(514H,83GA,HF723) Exchanges

39.83(514H,83GA,HF723) Required policy terms and disclosures
39.84(514H,83GA,HF723) Standards for marketing and suitability
39.85(514H,83GA,HF723) Required reports
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40.1(514B)
40.2(514B)
40.3(514B)
40.4(514B)
40.5(514B)
40.6(514B)
40.7(514B)
40.8(514B)
40.9(514B)
40.10(514B)
40.11(514B)
40.12(514B)
40.13(514B)
40.14(514B)
40.15(514B)
40.16
40.17(514B)
40.18(514B)
40.19(514B)
40.20(514B)
40.21(514B)
40.22(514B)
40.23(514B)
40.24(514B)
40.25(514B)

41.1(514B)
41.2(514B)
41.3(514B)
41.4(514B)
41.5(514B)
41.6(514B)
41.7(514B)
41.8(514B)
41.9(514B)
41.10(514B)
41.11(514B)
41.12(514B)
41.13(514B)
41.14(514B)
41.15(514B)
41.16(514B)
41.17(514B)
41.18(514B)
41.19(514B)
41.20(514B)
41.21(514B)
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CHAPTER 40
HEALTH MAINTENANCE ORGANIZATIONS

(Health and Insurance—Joint Rules)
Definitions
Application
Inspection of evidence of coverage
Governing body and enrollee representation
Quality of care
Change of name
Change of ownership
Termination of services
Complaints
Cancellation of enrollees
Application for certificate of authority
Net worth
Fidelity bond
Annual report
Cash or asset management agreements
Reserved
Reinsurance
Provider contracts
Producers’ duties
Emergency services
Reimbursement
Health maintenance organization requirements
Disclosure requirements
Provider access
Electronic delivery of accident and health group insurance certificates

CHAPTER 41
LIMITED SERVICE ORGANIZATIONS
Definitions
Application

Inspection of evidence of coverage
Governing body and enrollee representation
Quality of care

Change of name

Change of ownership

Complaints

Cancellation of enrollees

Application for certificate of authority
Net equity and deposit requirements
Fidelity bond

Annual report

Cash or asset management agreements
Reinsurance

Provider contracts

Producers’ duties

Emergency services

Reimbursement

Limited service organization requirements
Disclosure requirements

Analysis, p.17
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42.1(508)
42.2(508)
42.3(508)
42.4(508)
42.5(508)
42.6(508)

43.1(508)
43.2(508)
43.3(508)
43.4(508)
43.5(508)
43.6(508)
43.7(508)

44.1(508)
44.2(508)
44.3(508)
44.4(508)
44.5(508)
44.6(508)

45.1(521A)
45.2(521A)
45.3(521A)
45.4(521A)
45.5(521A)
45.6(521A)
45.7(521A)
45.8(521A)
45.9(521A)
45.10(521A)

46.1(521A)
46.2(521A)
46.3(521A)
46.4(521A)
46.5(521A)
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CHAPTER 42
GENDER-BLENDED MINIMUM NONFORFEITURE
STANDARDS FOR LIFE INSURANCE
Purpose
Definitions
Use of gender-blended mortality tables
Unfair discrimination
Separability
2001 CSO Mortality Table

CHAPTER 43

ANNUITY MORTALITY TABLES FOR USE IN
DETERMINING RESERVE LIABILITIES FOR ANNUITIES
Purpose
Definitions
Individual annuity or pure endowment contracts
Group annuity or pure endowment contracts
Application of the 1994 GAR Table
Application of the 2012 IAR Mortality Table
Separability

CHAPTER 44
SMOKER/NONSMOKER MORTALITY TABLES

FOR USE IN DETERMINING MINIMUM RESERVE LIABILITIES

AND NONFORFEITURE BENEFITS
Purpose
Definitions
Alternate tables
Conditions
Separability
2001 CSO Mortality Table

INSURANCE HOLDING COMPANY SYSTEMS

CHAPTER 45
INSURANCE HOLDING COMPANY SYSTEMS
Purpose
Definitions

Subsidiaries of domestic insurers

Control acquisition of domestic insurer
Registration of insurers

Alternative and consolidated registrations
Exemptions

Disclaimers and termination of registration
Transactions subject to prior notice—notice filing
Extraordinary dividends and other distributions

CHAPTER 46
MUTUAL HOLDING COMPANIES
Purpose
Definitions
Application—contents—process
Plan of reorganization
Duties of the commissioner
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46.6(521A) Regulation—compliance
46.7(521A) Reorganization of domestic mutual insurer with mutual insurance holding company
46.8(521A) Reorganization of foreign mutual insurer with mutual insurance holding company
46.9(521A) Mergers of mutual insurance holding companies
46.10(521A) Stock offerings
46.11(521A) Regulation of holding company system
46.12(521A) Reporting of stock ownership and transactions
CHAPTER 47

VALUATION OF LIFE INSURANCE POLICIES

(Including New Select Mortality Factors)

47.1(508) Purpose

47.2(508) Application

47.3(508) Definitions

47.4(508) General calculation requirements for basic reserves and premium deficiency
reserves

47.5(508) Calculation of minimum valuation standard for policies with guaranteed nonlevel
gross premiums or guaranteed nonlevel benefits (other than universal life policies)

47.6(508) Calculation of minimum valuation standard for flexible premium and fixed

premium universal life insurance policies that contain provisions resulting in the
ability of a policyowner to keep a policy in force over a secondary guarantee

period
47.7(508) 2001 CSO Mortality Table
VIATICAL AND LIFE SETTLEMENTS
CHAPTER 48
VIATICAL AND LIFE SETTLEMENTS
48.1(508E) Purpose and authority
48.2(508E) Definitions
48.3(508E) License requirements
48.4(508E) Disclosure statements
48.5(508E) Contract requirements
48.6(508E) Filing of forms
48.7(508E) Reporting requirements
48.8(508E) Examination or investigations
48.9(508E) Requirements and prohibitions
48.10(508E) Penalties; injunctions; civil remedies; cease and desist
48.11(252J) Suspension for failure to pay child support
48.12(261) Suspension for failure to pay student loan
48.13(272D) Suspension for failure to pay state debt
48.14(508E) Severability
CHAPTER 49
FINANCIAL INSTRUMENTS USED IN HEDGING TRANSACTIONS
49.1(511) Purpose
49.2(511) Definitions
49.3(511) Guidelines and internal control procedures
49.4(511) Documentation requirements

49.5(511) Trading requirements
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SECURITIES

CHAPTER 50

REGULATION OF SECURITIES OFFERINGS AND THOSE WHO ENGAGE

50.1(502)
50.2(502)
50.3(502)
50.4 to 50.9

50.10(502)
50.11(502)
50.12(502)
50.13(502)
50.14(502)
50.15(502)

50.16(502)
50.17(502)
50.18(502)
50.19(502)
50.20(502)
50.21(502)

50.22(502)

50.23 to 50.29

50.30(502)
50.31(502)
50.32(502)
50.33(502)
50.34(502)
50.35(502)
50.36(502)
50.37(502)
50.38(502)
50.39(502)
50.40(502)
50.41(502)
50.42(502)
50.43(502)
50.44(502)
50.45(502)
50.46(502)
50.47 to 50.49

IN THE SECURITIES BUSINESS
DIVISION I
DEFINITIONS AND ADMINISTRATION
Definitions
Cost of audit or inspection
Interpretative opinions or no-action letters
Reserved
DIVISION II
REGISTRATION OF BROKER-DEALERS AND AGENTS
Broker-dealer registrations, renewals, amendments, succession, and withdrawals
Principals
Agent and issuer registrations, renewals and amendments
Agent continuing education requirements
Broker-dealer record-keeping requirements
Broker-dealer minimum financial requirements and financial reporting
requirements
Dishonest or unethical practices in the securities business
Rules of conduct
Limited registration of Canadian broker-dealers and agents
Brokerage services by national and state banks
Broker-dealers having contracts with national and state banks
Brokerage services by credit unions, savings banks, and savings and loan
institutions
Broker-dealers having contracts with credit unions, savings banks, and savings and
loan institutions
Reserved
DIVISION III
REGISTRATION OF INVESTMENT ADVISERS,

INVESTMENT ADVISER REPRESENTATIVES,
AND FEDERAL COVERED INVESTMENT ADVISERS

Electronic filing with designated entity

Investment adviser applications and renewals

Application for investment adviser representative registration
Examination requirements

Notice filing requirements for federal covered investment advisers
Withdrawal of investment adviser registration

Investment adviser brochure

Cash solicitation

Prohibited conduct in providing investment advice

Custody of client funds or securities by investment advisers
Minimum financial requirements for investment advisers
Bonding requirements for investment advisers

Record-keeping requirements for investment advisers

Financial reporting requirements for investment advisers
Solely incidental services by certain professionals

Registration exemption for investment advisers to private funds
Contents of investment advisory contract

Reserved
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50.50(502)

50.51(502)
50.52(2521)

50.53(261)

50.54(272D)

50.55(502)
50.56 to 50.59

50.60(502)
50.61(502)
50.62(502)
50.63(502)
50.64(502)
50.65(502)
50.66(502)
50.67(502)
50.68(502)
50.69(502)
50.70 to 50.79

50.80(502)
50.81(502)
50.82(502)
50.83(502)
50.84(502)
50.85(502)
50.86(502)

50.87(502)
50.88(502)
50.89(502)
50.90 to 50.99

50.100(502)
50.101(502)
50.102(502)

50.103(502)
50.104 to 50.109

Insurance[191] Analysis, p.21

DIVISION 1V
RULES COVERING ALL REGISTERED PERSONS

Internet advertising by broker-dealers, investment advisers, broker-dealer agents,
investment adviser representatives, and federal covered investment advisers
Consent to service
Denial, suspension or revocation of agent or investment adviser representative
registration for failure to pay child support
Denial, suspension or revocation of agent or investment adviser representative
registration for failure to pay debts owed to or collected by the college student aid
commission
Denial, suspension or revocation of agent or investment adviser representative
registration for failure to pay state debt
Use of senior-specific certifications and professional designations
Reserved
DIVISION V
REGISTRATION OF SECURITIES
Notice filings for investment company securities offerings
Registration of small corporate offerings
Streamlined registration for certain equity securities
Registration of multijurisdictional offerings
Form of financial statements
Reports contingent to registration by qualification
NASAA guidelines and statements of policy
Amendments to registration by qualification
Delivery of prospectus
Advertisements
Reserved
DIVISION VI
EXEMPTIONS
Uniform limited offering exemption
Notice filings for Rule 506 offerings
Notice filings for agricultural cooperative associations
Unsolicited order exemption
Solicitation of interest exemption
Internet offers exemption
Denial, suspension, revocation, condition, or limitation of limited offering
transaction exemption
Nonprofit securities exemption
Transactions with specified investors
Designated securities manuals
Reserved
DIVISION VII
FRAUD AND OTHER PROHIBITED CONDUCT
Fraudulent practices
Rescission offers
Fraudulent, deceptive or manipulative act, practice, or course of business in
providing investment advice
Investment advisory contracts
Reserved



Analysis, p.22

50.110(502)

50.111(502)
50.112(502)
50.113(502)

54.1(523C)
54.2(523C)
54.3(523C)
54.4(523C)
54.5(523C)
54.6(523C)
54.7 to 54.9
54.10(523C)
54.11(523C)
54.12(523C)
54.13(523C)
54.14(523C)
54.15(523C)
54.16(523C)
54.17 to 54.19
54.20(523C)
54.21(523C)
54.22(523C)
54.23 to 54.29
54.30(523C)
5431 to 54.39
54.40(523C)
54.41(523C)
54.42(523C)
54.43 to 54.49
54.50(523C)
54.51(523C)
54.52(523C)
54.53(523C)
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DIVISION VIII
VIATICAL SETTLEMENT INVESTMENT CONTRACTS

Application by viatical settlement investment contract issuers and registration of
agents to sell viatical settlement investment contracts

Risk disclosure

Advertising of viatical settlement investment contracts

Duty to disclose

CHAPTERS 51 to 53

Reserved
CHAPTER 54
RESIDENTIAL SERVICE CONTRACTS
Purpose
Definitions
Title
Scope
Application of insurance laws
Exemptions
Reserved
Administration

Misrepresentations of government approval
Public access to hearings
Public access to records
Procedure for public complaints
Fees

Forms

Reserved

Service company licenses
Suspension or revocation of license
Licenses not transferable
Reserved

Forms of contracts

Reserved

Cessation of business—records
Records

Annual reports

Reserved

Prohibited acts or practices
Orders

Investigations and subpoenas
Audits

CHAPTER 55
LICENSING OF PUBLIC ADJUSTERS

55.1(82GA,HF499) Purpose

55.2(82GA,HF499) Definitions

55.3(82GA,HF499) License required to operate as public adjuster
55.4(82GA,HF499) Application for license

55.5(82GA,HF499) Issuance of resident license
55.6(82GA,HF499) Public adjuster examination
55.7(82GA,HF499) Exemptions from examination
55.8(82GA,HF499) Nonresident license reciprocity
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55.9(82GA,HF499) Terms of licensure

55.10(82GA,HF499)
55.11(82GA,HF499)
55.12(82GA,HF499)
55.13(82GA,HF499)

55.14(82GA,HF499)
55.15(82GA,HF499)
55.16(82GA,HF499)
55.17(82GA,HF499)
55.18(82GA,HF499)
55.19(82GA,HF499)
55.20(82GA,HF499)
55.21(82GA,HF499)

Evidence of financial responsibility

Continuing education

License denial, nonrenewal or revocation

Reinstatement or reissuance of a license after suspension, revocation or
forfeiture in connection with disciplinary matters; and forfeiture in lieu of
compliance

Contract between public adjuster and insured

Escrow accounts

Record retention

Standards of conduct of public adjuster

Public adjuster fees

Penalties

Fees

Severability

CHAPTER 56

WORKERS’ COMPENSATION GROUP SELF-INSURANCE

56.1(87,505)
56.2(87,505)
56.3(87,505)
56.4
56.5(87,505)
56.6(87,505)
56.7(87,505)
56.8(87,505)
56.9(87,505)
56.10(87,505)
56.11(87,505)
56.12(87,505)
56.13(87,505)
56.14(87,505)
56.15(87,505)
56.16(87,505)
56.17(87,505)
56.18(87,505)
56.19(87,505)
56.20(87,505)
56.21(87,505)
56.22(87,505)

General provisions

Definitions

Requirements for self-insurance

Reserved

Excess insurance

Rates and reporting of rates

Special provisions

Certificate of approval; termination
Examinations

Board of trustees—membership, powers, duties, and prohibitions
Association membership; termination; liability
Requirements of sales agents

Requirements for continued approval
Misrepresentation prohibited

Investments

Refunds

Premium payment; reserves

Deficits and insolvencies

Grounds for nonrenewal or revocation of a certificate of relief from insurance
Hearing and appeal

Existing approved self-insurers

Severability clause

CHAPTER 57

WORKERS’ COMPENSATION SELF-INSURANCE FOR INDIVIDUAL EMPLOYERS

57.1(87,505)
57.2(87,505)
57.3(87,505)
57.4(87,505)
57.5(87,505)
57.6

57.7(87,505)
57.8(87,505)
57.9(87,505)

General provisions

Definitions

Requirements for self-insurance
Additional security requirements
Application for an individual self-insurer
Reserved

Excess insurance

Insolvency

Renewals
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57.10(87,505)
57.11(87,505)
57.12(87,505)
57.13(87,505)
57.14(87,505)

58.1(510)
58.2(510)
58.3(505,510)
58.4(510)
58.5(510)
58.6(505,510)
58.7(505,510)
58.8(510)
58.9(510)
58.10(510)
58.11(510)
58.12(510)
58.13(510)
58.14(510)
58.15(510)
58.16(510)

58.17(510)
58.18(510)
58.19(510)
58.20(510)

59.1(510B)
59.2(510B)
59.3(510B)
59.4(510B)
59.5(510B)

59.6(510B)
59.7(510B)
59.8(510,510B)

59.9(507,510,510B)
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Periodic examination

Grounds for nonrenewal or revocation of a certificate of relief from insurance
Hearing and appeal

Existing approved self-insurers

Severability clause

CHAPTER 58
THIRD-PARTY ADMINISTRATORS
Purpose
Definitions
Registration required
Third-party administrator duties
Renewal procedure
Responsibilities of the insurer
Written agreement
Compensation to the third-party administrator
Disclosure of charges and fees
Delivery of materials to covered individuals
Annual report and fee
Change of information
Inquiry by commissioner
Complaints
Periodic examination
Grounds for denial, nonrenewal, suspension or revocation of certificate of
registration
Confidential information
Fees
Severability clause
Compliance date

CHAPTER 59
PHARMACY BENEFITS MANAGERS

Purpose
Definitions
Timely payment of pharmacy claims
Audits of pharmacies by pharmacy benefits managers
Termination or suspension of contracts with pharmacies by pharmacy benefits

managers
Price change
Complaints
Duty to notify commissioner of fraud

Commissioner examinations of pharmacy benefits managers

59.10(505,507,507B,510,510B,514L) Failure to comply

CHAPTER 60

WORKERS’ COMPENSATION INSURANCE RATE FILING PROCEDURES

60.1(515A)
60.2(515A)
60.3(515A)
60.4(515A)
60.5(515A)
60.6(515A)
60.7(515A)

Purpose

Definitions, scope, authority
General filing requirements
Rate or manual rule filing
Violation and penalties
Severability

Effective date
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70.1(505,514F)
70.2(505,514F)
70.3(505,514F)
70.4(505,514F)
70.5(505,514F)
70.6(505,514F)
70.7(505,514F)

70.8(76GA,ch1202)
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CHAPTERS 61 to 69

Reserved
MANAGED HEALTH CARE
CHAPTER 70
UTILIZATION REVIEW

Purpose

Definitions

Application

Standards

Retroactive application
Variances allowed
Confidentiality
Utilization review of postdelivery benefits and care

70.9(505,507B,514F)  Enforcement

70.10(514F)

71.1(513B)
71.2(513B)
71.3(513B)
71.4(513B)
71.5(513B)
71.6(513B)
71.7(513B)
71.8(513B)
71.9(513B)
71.10(513B)
71.11(513B)
71.12(513B)
71.13(513B)
71.14(513B)
71.15(513B)
71.16(513B)
71.17(513B)
71.18(513B)
71.19(513B)
71.20(514C)
71.21(514C)
71.22(514C)
71.23(513B)
71.24(514C)
71.25(513B)
71.26(513B)

72.1(249G)
72.2(249G)
72.3(249G)

Credentialing—retrospective payment

HEALTH BENEFIT PLANS
CHAPTER 71
SMALL GROUP HEALTH BENEFIT PLANS
Purpose
Definitions

Applicability and scope

Establishment of classes of business

Transition for assumptions of business from another carrier
Restrictions relating to premium rates

Requirement to insure entire groups

Case characteristics

Application to reenter state

Creditable coverage

Rules related to fair marketing

Status of carriers as small employer carriers

Restoration of coverage

Basic health benefit plan and standard health plan policy forms
Methods of counting creditable coverage

Certificates of creditable coverage

Notification requirements

Special enrollments

Disclosure requirements

Treatment options

Emergency services

Provider access

Reconstructive surgery

Contraceptive coverage

Suspension of the small employer health reinsurance program
Uniform health insurance application form

CHAPTER 72
LONG-TERM CARE ASSET PRESERVATION PROGRAM
Purpose
Applicability and scope
Definitions
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72.4(249G)
72.5(249G)
72.6(249G)
72.7(249G)
72.8(249G)
72.9(249G)
72.10(249G)
72.11(249G)
72.12(249G)
72.13(249G)
72.14(249G)
72.15(249G)

73.1(75GA,ch158)
73.2(75GA.ch158)
73.3(75GA,ch158)
73.4(75GA.ch158)

73.5(75GA,ch158)
73.6(75GA,ch158)

73.7(75GA,ch158)

73.8(75GA,ch158)

73.9(75GA,ch158)

73.10(75GA,ch158)
73.11(75GA,ch158)
73.12(75GA,ch158)
73.13(75GA,ch158)
73.14(75GA,ch158)
73.15(75GA,ch158)
73.16(75GA,ch158)
73.17(75GA,ch158)
73.18(75GA,ch158)
73.19(75GA,ch158)
73.20(75GA,ch158)
73.21(75GA,ch158)
73.22(75GA,ch158)
73.23(75GA,ch158)
73.24(75GA,ch158)

74.1(505)
74.2(505)
74.3(505)
74.4(505)
74.5(505)
74.6(505)
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Qualification of long-term care insurance policies and certificates
Standards for marketing

Minimum benefit standards for qualifying policies and certificates
Required policy and certificate provisions

Prohibited provisions in certified policies or certificates
Reporting requirements

Maintaining auditing information

Reporting on asset protection

Preparing a service summary

Plan of action

Auditing and correcting deficiencies in issuer record keeping
Separability

CHAPTER 73
HEALTH INSURANCE PURCHASING COOPERATIVES
Purpose
Applicability and scope
Definitions
Division duties—application—filing requirements—license—audits and
examinations
Fidelity bond—Iletter of credit
Annual report
Business plan
Participants
Health insurance purchasing cooperative—product offerings—exemptions
Insurance risk
Rates
Election—disclosure and confidentiality
Structure—merger and consolidation
Conflict of interest
Nondiscrimination and retaliatory protections
Annual health insurance or health care benefits plan selection
License subject to conditions—waivers
Procedures
Data collection—quality evaluation
Examination—costs
Trade practices
Grounds for denial, nonrenewal, suspension or revocation of certificate
Hearing and appeal
Solvency

CHAPTER 74

HEALTH CARE ACCESS
Purpose
Applicability and scope
Definitions
Access to health care or health insurance for an employee
Employer participation
Violation of chapter
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75.1(513C)
75.2(513C)
75.3(513C)
75.4(513C)
75.5(513C)
75.6(513C)
75.7(513C)
75.8(513C)
75.9(513C)
75.10(513C)
75.11(513C)
75.12(513C)
75.13(514C)
75.14(514C)
75.15(514C)
75.16(514C)
75.17(513C)
75.18(514C)

76.1(5147)
76.2(5147)
76.3(5141)
76.4(5141)
76.5(5141)

76.6(5147)
76.7(514)
76.8(5141)
76.9(5141)
76.10(5141)
76.11(5147)

77.1(507A)
77.2(507A)
77.3(507A)
77.4(507A)
77.5(507A)
77.6(507A)
77.7(507A)
77.8(507A)
77.9(507A)
77.10(507A)
77.11(507A)

Insurance[191]
CHAPTER 75
IOWA INDIVIDUAL HEALTH BENEFIT PLANS
Purpose
Definitions

Applicability and scope

Establishment of blocks of business

Transition for assumptions of business from another carrier or ODS
Restrictions relating to premium rates

Availability of coverage

Disclosure of information

Standards to ensure fair marketing

Basic health benefit plan and standard health benefit plan policy forms
Maternity benefit rider

Disclosure requirements

Treatment options

Emergency services

Provider access

Diabetic coverage

Reconstructive surgery

Contraceptive coverage

CHAPTER 76
EXTERNAL REVIEW
Purpose
Applicable law and definitions
Disclosure requirements
External review request
Communication between covered person, health carrier, independent review
organization and the commissioner
Assignment of independent review organization by the commissioner
Decision notification
Health carrier information
Certification of independent review organization
Fees charged by independent review organizations
Penalties

CHAPTER 77
MULTIPLE EMPLOYER WELFARE ARRANGEMENTS
Certificate of registration
Application for certificate of registration
Financial requirements
Policy or contract
Disclosure
Filing fee
Agreements and management contracts
Examination
Trade practices
Insolvency
Suspension or revocation of certificate
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78.1(514L)
78.2(514L)
78.3(514L)

80.1(505,514H)
80.2(505,514H)
80.3(505,514H)
80.4(505,514H)
80.5(505,514H)

81.1(514C)
81.2(514C)
81.3(514C)

85.1(505,522D)
85.2(505,522D)
85.3(505,522D)
85.4(505,522D)
85.5(505,522D)
85.6(505,522D)
85.7(505,522D)

85.8(505,522D)
85.9(505,522D)

85.10(505,522D)
85.11(505,522D)
85.12(505,522D)
85.13(505,522D)
85.14(505,522D)
85.15(505,522D)
85.16(505,522D)
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CHAPTER 78
UNIFORM PRESCRIPTION DRUG INFORMATION CARD
Purpose
Definitions
Implementation

CHAPTER 79

Reserved
INSURANCE COVERAGE FOR
PEDIATRIC PREVENTIVE SERVICES
CHAPTER 80
WELL-CHILD CARE

Purpose

Applicability and scope
Effective date

Policy definitions
Benefit plan

CHAPTER 81
POSTDELIVERY BENEFITS AND CARE
Purpose
Applicability and scope
Postdelivery benefits

CHAPTERS 82 to 84
Reserved

CHAPTER 85

REGULATION OF NAVIGATORS
Purpose and authority
Definitions
Requirement to hold a license
Issuance of license
License renewal
License reinstatement
Reinstatement or reissuance of a license after suspension, revocation or forfeiture

in connection with disciplinary matters; and forfeiture in lieu of compliance

Change in name, address or state of residence
Licensing of a business entity
Initial training of navigators
Continuing education requirements for navigators
Administration of examinations
Fees
Evidence of financial responsibility
Practices
Severability

CHAPTERS 86 to 89
Reserved
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CHAPTER 90
FINANCIAL AND HEALTH INFORMATION REGULATION
90.1(505) Purpose and scope
90.2(505) Definitions
DIVISION I
RULES FOR FINANCIAL INFORMATION
90.3(505) Initial privacy notice to consumers required
90.4(505) Annual privacy notice to customers required
90.5(505) Information to be included in privacy notices
90.6(505) Form of opt-out notice to consumers and opt-out methods
90.7(505) Revised privacy notices
90.8(505) Delivery of notice
90.9(505) Limits on disclosure of nonpublic personal financial information to nonaffiliated
third parties
90.10(505) Limits on redisclosure and reuse of nonpublic personal financial information
90.11(505) Limits on sharing account number information for marketing purposes
90.12(505) Exception to opt-out requirements for disclosure of nonpublic personal financial
information for service providers and joint marketing
90.13(505) Exceptions to notice and opt-out requirements for disclosure of nonpublic personal
financial information for processing and servicing transactions
90.14(505) Other exceptions to notice and opt-out requirements for disclosure of nonpublic
personal financial information
90.15(505) Notice through a Web site
90.16(505) Licensee exception to notice requirement

DIVISION II
RULES FOR HEALTH INFORMATION

90.17(505) Disclosure of nonpublic personal health information
90.18(505) Authorizations

90.19(505) Delivery of authorization request

90.20(505) Relationship to federal rules

90.21(505) Relationship to state laws

90.22(505) Protection of Fair Credit Reporting Act

90.23(505) Nondiscrimination

90.24(505) Severability

90.25(505) Penalties

90.26(505) Effective dates

90.27 to 90.36 Reserved

DIVISION III
SAFEGUARDING CUSTOMER INFORMATION

90.37(505) Information security program
90.38(505) Examples of methods of development and implementation
90.39(505) Penalties
90.40(505) Effective date
CHAPTER 91

2001 CSO MORTALITY TABLE
91.1(508) Purpose
91.2(508) Definitions
91.3(508) 2001 CSO Mortality Table
91.4(508) Conditions
91.5(508) Applicability of the 2001 CSO Mortality Table to 191—Chapter 47, Valuation of

Life Insurance Policies
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91.6(508) Gender-blended table
91.7(508) Separability
CHAPTER 92
UNIVERSAL LIFE INSURANCE
92.1(508) Purpose and authority
92.2(508) Definitions
92.3(508) Scope
92.4(508) Valuation
92.5(508) Nonforfeiture
92.6(508) Mandatory policy provisions
92.7(508) Disclosure requirements
92.8(508) Periodic disclosure to policyowner
92.9(508) Interest-indexed universal life insurance policies
92.10(508) Applicability
CHAPTER 93

CONDUIT DERIVATIVE TRANSACTIONS
93.1(511,521A) Purposes
93.2(511,521A)  Definitions
93.3(511,521A) Provisions not applicable
93.4(511,521A) Standards for conduit derivative transactions
93.5(511,521A)  Internal controls
93.6(511,521A)  Reporting requirements for conduit derivative transactions
93.7(511,521A) Conduit ownership
93.8(511,521A)  Exemption from applicability

CHAPTER 94
PREFERRED MORTALITY TABLES FOR USE
IN DETERMINING MINIMUM RESERVE LIABILITIES

94.1(508) Purpose
94.2(508) Definitions
94.3(508) 2001 CSO Preferred Class Structure Mortality Table
94.4(508) Conditions
94.5(508) Separability
CHAPTER 95
DETERMINING RESERVE LIABILITIES FOR PRENEED LIFE INSURANCE
95.1(508) Authority
95.2(508) Scope
95.3(508) Purpose
95.4(508) Definitions
95.5(508) Minimum valuation mortality standards
95.6(508) Minimum valuation interest rate standards
95.7(508) Minimum valuation method standards
95.8(508) Transition rules
95.9(508) Effective date
CHAPTER 96

SYNTHETIC GUARANTEED INVESTMENT CONTRACTS
96.1(505,508) Authority
96.2(505,508) Purpose
96.3(505,508) Scope and application
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96.4(505,508) Definitions

96.5(505,508) Financial requirements and plan of operation
96.6(505,508) Required contract provisions and filing requirements
96.7(505,508) Investment management of the segregated portfolio
96.8(505,508) Purchase of annuities

96.9(505,508) Unilateral contract terminations

96.10(505,508) Reserves
96.11(505,508) Severability
96.12(505,508) Effective date

CHAPTER 97
ACCOUNTING FOR CERTAIN DERIVATIVE INSTRUMENTS USED TO HEDGE
THE GROWTH IN INTEREST CREDITED FOR INDEXED INSURANCE PRODUCTS
AND ACCOUNTING FOR THE INDEXED INSURANCE PRODUCTS RESERVE

97.1(508) Authority
97.2(508) Purpose
97.3(508) Definitions
97.4(508) Asset accounting
97.5(508) Indexed annuity product reserve calculation methodology
97.6(508) Indexed life product reserve calculation methodology
97.7(508) Other requirements
CHAPTER 98
ANNUAL FINANCIAL REPORTING REQUIREMENTS
98.1(505) Authority
98.2(505) Purpose
98.3(505) Definitions
98.4(505) General requirements related to filing and extensions for filing of annual audited
financial reports and audit committee appointment
98.5(505) Contents of annual audited financial report
98.6(505) Designation of independent certified public accountant
98.7(505) Qualifications of independent certified public accountant
98.8(505) Consolidated or combined audits
98.9(505) Scope of audit and report of independent certified public accountant
98.10(505) Notification of adverse financial condition
98.11(505) Communication of Internal Control Related Matters Noted in an Audit
98.12(505) Definition, availability and maintenance of independent certified public
accountants’ work papers
98.13(505) Requirements for audit committees
98.14(505) Conduct of insurer in connection with the preparation of required reports and
documents
98.15(505) Management’s Report of Internal Control Over Financial Reporting
98.16(505) Exemptions
98.17(505) Letter to insurer with accountant’s qualifications
98.18(505) Canadian and British companies
98.19(505) Severability provision
98.20(505) Effective date
CHAPTER 99

LIMITED PURPOSE SUBSIDIARY LIFE INSURANCE COMPANIES
99.1(505,508) Authority
99.2(505,508) Purpose
99.3(505,508) Definitions
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99.4(505,508)
99.5(505,508)
99.6(505,508)
99.7(505,508)
99.8(505,508)
99.9(505,508)
99.10(505,508)
99.11(505,508)
99.12(508)
99.13(505,508)
99.14(505,508)
99.15(505,508)
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Formation of LPS
Certificate of authority
Capital and surplus

Plan of operation
Dividends and distributions
Reports and notifications
Material transactions
Investments

Securities

Permitted reinsurance
Certification of actuarial officer
Effective date

REGULATED INDUSTRIES

SALES OF CEMETERY MERCHANDISE, FUNERAL MERCHANDISE AND FUNERAL SERVICES

100.1(523A)
100.2(523A)
100.3(523A)
100.4(523A)

101.1(523A)
101.2(523A)
101.3(523A)
101.4(523A)
101.5(523A)
101.6(523A)
101.7(523A)
101.8(523A)

102.1(523A)
102.2(523A)

103.1(523A)
103.2(523A)
103.3(523A)
103.4(523A)
103.5(523A)
103.6(523A)

103.7(2527)
103.8(261)

CHAPTER 100
GENERAL PROVISIONS
Purpose
Definitions
Contact and correspondence
Fees

CHAPTER 101

TRUST DEPOSITS AND TRUST FUNDS
Trust income withdrawals
Amount of trust income withdrawn
Allocation of trust income to purchasers’ accounts
Credit for trust income withdrawn
Time period during which trust income may be withdrawn
Application of contract law
Consumer price index adjustment
Cancellation refunds

CHAPTER 102
WAREHOUSED MERCHANDISE

Funeral and cemetery merchandise delivered to the purchaser or warehoused

Storage facilities

CHAPTER 103
LICENSING OF PRENEED SELLERS AND SALES AGENTS
Requirement for a preneed seller license or a sales agent license
Application and licensing of preneed seller or sales agent
Change of ownership or sale of business of preneed seller
License renewal
Denial of license applications or of applications for renewal

Reinstatement or reissuance of a license after suspension, revocation or forfeiture
in connection with disciplinary matters; and forfeiture in lieu of compliance

Suspension for failure to pay child support
Suspension for failure to pay student loan
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104.1(523A)
104.2(523A)
104.3(523A)
104.4(523A)
104.5(523A)
104.6(523A)
104.7(523A)
104.8(523A)
104.9(523A)
104.10(523A)
104.11(523A)
104.12(523A)
104.13(523A)

105.1(523A)
105.2(523A)
105.3(523A)
105.4(523A)
105.5(523A)
105.6(523A)
105.7(523A)

106.1(523A)
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CHAPTER 104

CONTINUING EDUCATION FOR SALES AGENTS
Continuing education requirements
Acceptable areas of continuing education
Academic coursework
Effective date
Compliance period
Denial of sales agent license renewal application
Disqualification and replacement of credits
Current mailing address
Proof of completion of continuing education requirements
Standards for continuing education activities
Qualifications of presenters and proof of attendance
Reviews
Exemption

CHAPTER 105

STANDARDS OF CONDUCT AND PROHIBITED PRACTICES

Purpose

Numbering purchase agreements

Records maintenance

Annual reports

Fidelity bond or insurance

Grounds for discipline

Prohibition on sales activities and practices without a license or without an
appointment

CHAPTER 106
DISCIPLINARY PROCEDURES
Investigations

106.2(17A,523A) Penalties
106.3(17A,523A) Administrative procedures

CHAPTERS 107 to 109
Reserved

CHAPTER 110

STANDARDS AND COMMISSIONER’S AUTHORITY FOR COMPANIES

110.1(505)
110.2(505)
110.3(505)
110.4(505)
110.5(505)
110.6(505)
110.7(505)
110.8(505)

DEEMED TO BE IN HAZARDOUS FINANCIAL CONDITION

Authority

Purpose

Definition

Standards
Commissioner’s authority
Judicial review
Separability

Effective date

CHAPTERS 111 to 139
Reserved
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CHAPTER 140
BURIAL SITES AND CEMETERIES

140.1(5231) Purpose

140.2(5231) Definitions

140.3(5231) Administration

140.4(5230) Examination expenses assessment

140.5(5230) Notice of disinterment

140.6(5231) Sale of insurance

140.7(5231) Commingling of perpetual care trust fund accounts

140.8(5231) Distribution of capital gains using a total return distribution method
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ORGANIZATION AND PROCEDURES

CHAPTER 1

ORGANIZATION OF DIVISION
[Prior to 10/22/86, Insurance Department[510]]

191—1.1(502,505) Organization. The insurance division is headed by the commissioner of insurance
who is assisted by a first deputy commissioner and other deputy and assistant commissioners. The
functions of the division are divided into five bureaus.

1.1(1) The administrative bureau provides staff support to the commissioner and is responsible for
legal services, budgetary and personnel services. General oversight of the division operations is provided
through interaction with the public, the insurance industry, and other state and federal agencies.

1.1(2) The company regulation bureau is responsible for the following:

a. Regulating of all domestic and foreign insurance companies licensed in lowa through licensure,
analysis and financial and market examinations.

b.  Examining the financial condition of lowa insurance companies not less than once every five
years. Foreign companies are examined as deemed appropriate. The bureau ensures compliance with
National Association of Insurance Commissioners accreditation mandates, and financial examination
and analysis standards.

c. Serving as a general insurance information repository and resource for both insurers and
consumers regarding, for example: insurance companies’ status, addresses, telephone numbers,
certifications, and financial statements; statutory construction; guaranty fund calculations; powers of
attorney; compilation of statistics; and publication of annual governor’s report.

d. Reviewing and approving filed company transactions including, but not limited to, approval
of acquisitions and mergers of domestic insurers, intercompany contractual agreements and assumption
reinsurance agreements.

Authorizing and overseeing individual and group workers’ compensation self-insurance.
Authorizing, examining and analyzing benevolent associations.

Authorizing and reviewing multiple employer welfare arrangements.

Registering and verifying compliance for risk retention groups.

Supervising the rehabilitation and liquidation of insurance companies.

j. Auditing and monitoring premium tax remittances for admitted companies and supervising
statutory deposits.

k.  Reviewing and approving admission applications for foreign surplus lines insurers as well as
conducting premium tax audits associated with the nonadmitted insurance industry.

1.1(3) The market regulation bureau is responsible for the following:

a.  Ensuring fair treatment of consumers and preventing unfair or deceptive trade practices in the
insurance and securities marketplaces. Inquiries from the public are answered and consumer complaints
regarding insurance producers, insurers, broker-dealers, securities agents, investment advisers, and
investment adviser representatives are received, reviewed, and investigated. Administrative actions are
taken where appropriate, and criminal matters are referred to prosecutors for potential action.

b.  Operating the senior health insurance information program (SHIIP), which provides training
to senior volunteers throughout the state. These volunteers then provide free, confidential health
insurance counseling to Iowa seniors. Issues addressed include Medicare, Medicare subscription drug
coverage, Medicare supplement insurance, long-term care insurance, insurance claims, and all other
health insurance policies. This program is primarily funded by a Centers for Medicare and Medicaid
Services grant.

c¢.  Reviewing, approving or disapproving property, casualty, life and health forms and, where
provided by law, premium rates of certain types of insurance.

d.  Performing actuarial analysis of life and health insurance plans funded by certain public bodies.

e. Licensing insurance producers and overseeing the continuing education that insurance
producers are required to complete.

S S e
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£ Monitoring surplus lines placement, registering purchasing groups, and overseeing the payment
of premium taxes for surplus lines business including that which is placed through purchasing groups
and risk retention groups.

g Registering managing general agents and legal expense insurers.

h.  Registering and monitoring third-party administrators.

i.  Registering and monitoring health maintenance organizations.

j. Licensing advisory organizations.

1.1(4) The fraud bureau confronts the problem of insurance fraud by prevention, investigation, and
prosecution of fraudulent insurance acts in an effort to reduce the amount of premium dollars used to
pay fraudulent insurance claims, as set forth in lowa Code chapter SO7E.

1.1(5) The securities and regulated industries bureau is responsible for administering and enforcing
the Towa uniform securities Act through enforcement, licensing, and securities registration to ensure
investor protection and a positive climate for capital formation. The bureau also is responsible for
protecting the public by administering and enforcing rules related to motor vehicle service contracts,
residential service contracts, retirement facilities, cemeteries, and preneed purchase agreements for
cemetery merchandise, funeral merchandise and funeral services.

191—1.2(502,505) Location and contact information. The insurance division is located at 330
East Maple in Des Moines, Polk County, lowa. The general telephone number for the division is
(515)281-5705 or 1-877-955-1212. The division’s Web site is www.iid.state.ia.us.

FAIR INFORMATION PRACTICES
The insurance division hereby adopts the rules on fair information practices of the Governor’s Task
Force on Uniform Rules of Agency Procedure to appear as subrules 1.3(1) to 1.3(8) with amendments.
The uniform rules are printed in the first volume of the lowa Administrative Code.

191—1.3(22,502,505) Public information and inspection of records.

1.3(1) Definitions. As used in this chapter:

“Agency” means the insurance division of the department of commerce.

“Confidential records” are records which are not available as a matter of right for examination and
copying by members of the public under law. Confidential records include records that the agency is
prohibited by law from making available for examination by members of the public, and records that are
specified as confidential by lowa Code section 22.7, or other provisions of law, but that may be disclosed
upon order of a court, the lawful custodian of the record, or by another person duly authorized to release
the record. Mere inclusion in a record of information declared confidential by an applicable provision
of law does not necessarily make that entire record a confidential record.

“Custodian” means the agency or a person lawfully delegated authority by the agency to act for the
agency in implementing lowa Code chapter 22.

“Open record” means a record other than a confidential record.

“Personally identifiable information” means information about or pertaining to an individual which
identifies the individual and which is contained in a record system and does not include information
pertaining to corporations.

“Record” means all or part of a “public record,” as defined in Iowa Code section 22.1 that is owned
by or in the physical possession of the agency.

“Record system” means any group of records under the control of the agency from which a record
may be retrieved by a personal identifier such as the name of the individual, number, symbol or other
unique retriever assigned to the individual.

1.3(3) Requests for access to records.

a.  Location of record. A request for access to a record should be directed to the office of the bureau
where the record is kept. If the location of the record is not known by the requester, the request shall
be directed to the division’s receptionist at (515)281-5705 or toll-free at 1-877-955-1212, or in writing
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to Iowa Insurance Division, 330 East Maple, Des Moines, lowa 50319-0065. The division will forward
the request to the appropriate person.

b.  Office hours. Records shall be made available from 8 a.m. to 4 p.m. daily, excluding Saturdays,
Sundays and legal holidays.

c.  Telephone access. The general telephone number for the insurance division is (515)281-5705
or toll-free at 1-877-955-1212.

d. Internet access. The division’s Internet Web site home page is www.iid.state.ia.us. The page
from which the division’s bulletins are available is http://www.iid.state.ia.us/news_media/bulletins.asp.

e.  Request for access. Requests for access to open records may be made in writing, in person,
or by telephone. Requests shall identify the particular records sought by name or description in order
to facilitate the location of the record. Mail or telephone requests shall include the name, address, and
telephone number of the person requesting the information. A person shall not be required to give a
reason for requesting an open record.

f Response to requests. The division provides a public access room with photocopiers and work
surfaces. Space is limited and advance reservations are requested. A location will be made available
as soon as feasible. Subject to availability of the public access room or an alternative location in the
division’s offices, access to an open record shall be provided promptly upon request unless the size or
nature of the request makes prompt access infeasible. If the size or nature of the request for access
to an open record requires time for compliance, the division shall comply with the request as soon as
feasible. Access to an open record may be delayed for one of the purposes authorized by lowa Code
section 22.8(4) or 22.10(4), or to permit the division time to redact personally identifiable information
from the record. The custodian shall promptly give notice to the requester of the reason for any delay
in access to an open record and an estimate of the length of that delay and, upon request, shall promptly
provide that notice to the requester in writing. The division may deny access to the record by members
of the public only on the grounds that such denial is warranted under lowa Code sections 22.8(4) and
22.10(4), or that it is a confidential record, or that its disclosure is prohibited by a court order.

g Fees. Copies of an open record may be made in the division’s public access room. Price
schedules for published materials and for photocopies of records shall be determined by the division
and prominently posted in the public access room. The payment of fees may be waived when the
imposition of fees is inequitable or when a waiver is in the public interest. When the mailing of copies
of records is requested, the actual costs of the mailing will be charged to the requester.

The following additional subrules are also adopted:

1.3(9) Data processing system. The agency currently has certain data processing systems which
match, collate or permit the comparison of personally identifiable information in one record system with
personally identifiable information in another record system.

1.3(10) Agency records routinely available for public inspection. The agency collects and maintains
the following records that are open records, some of which may contain personally identifiable
information:

Financial statements of insurers.

Rate and policy form filings by insurers.

The records of rule making, declaratory ruling, and contested case proceedings.

Agent licensure records.

The records of premium tax and fee collection.

Insurer acquisition and reinsurance records.

Securities issuer registration records, exemption filings, and agent or broker-dealer records,
except those pertaining to a broker-dealer audit or investigation, unless released by the division at a
hearing upon the broker-dealer’s registration.

h. License, permit, registration, exemption, or other required filings in connection with
membership sales, business opportunity promotions, residential service contracts, loan brokers, and
motor vehicle service contracts.

i.  Various legal and technical publications related to insurance.

j. All other records that are not confidential records under subrule 1.3(11).
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1.3(11) Records which are confidential records. Confidential agency records are the following:

a. Trade secrets recognized and protected by law. lowa Code section 22.7(3).

b.  Records that represent and constitute the work product of an attorney, which are related to
litigation or claim made by or against a public body. lowa Code section 22.7(4).

¢.  Reports made to the agency which, if released, would give advantage to competitors and serve
no public purpose. lowa Code section 22.7(6). Included in this category are insurer examination reports
prior to expiration of the 20-day period set forth in rule 191—5.1(507) for requesting a hearing before
the commissioner of insurance upon the report and if a hearing is requested, until the commissioner
enters a decision upon the report, and reports of the National Association of Insurance Commissioners’
Insurance Regulatory Information System.

d.  Personal information in confidential personnel records of the division. Iowa Code section
22.7(10).

e. Communications not required by law, rule, or procedure that are made to a government
body or to any of its employees by identified persons outside of government, to the extent that the
government body receiving those communications could reasonably believe that those persons would
be discouraged from making them to the government body if they were available for general public
examination. Notwithstanding this provision:

(1) The communication is a public record to the extent the person outside of government making
that communication consents to its treatment as a public record.

(2) Information contained in the communication is a public record to the extent it can be disclosed
without directly or indirectly indicating the identity of the person outside of government making it or
enabling others to ascertain the identity of that person.

(3) Information contained in the communication is a public record to the extent it indicates the date,
time, specific location, and immediate facts and circumstances surrounding the occurrence of a crime or
other illegal act, except to the extent its disclosure would plainly and seriously jeopardize a continuing
investigation or pose a clear and present danger to the safety of any person. In any action challenging
the failure of the lawful custodian to disclose any particular information of the kind enumerated in this
paragraph, the burden of proof is on the lawful custodian to demonstrate that the disclosure of that
information would jeopardize an investigation or would pose a clear and present danger. lowa Code
section 22.7(18).

f Complaint files, investigation files, other investigative reports and other investigative
information of the agency relating to discipline of licensed insurance agents, except as allowed under
Iowa Code section 505.8(6), 505.17, 507A.10, or 507B.3.

g Insurance holding company system registration and holding company examination records
unless the statutory determination in favor of publication is made. Iowa Code section 521A.7.

h.  Reports and recommendations by insurer guaranty associations regarding insolvent or impaired
insurers. lowa Code sections 508C.12(3), S08C.12(5), 515B.10(2).

i.  Investigation material in the possession of the superintendent of securities pertaining to
violation of the securities laws unless released by the superintendent pursuant to statute. Iowa Code
section 502.603(1) “c.”

j. All records relating to prearranged funeral contracts except upon the approval of the
commissioner of insurance or the attorney general. lowa Code section 523A.2(1) “e.”

k. Any other records made confidential by law.

191—1.4(505) Service of process. A party to a proceeding who requests that the commissioner provide
service of process as allowed by law shall pay a fee to the lowa insurance division of $50.
These rules are intended to implement lowa Code sections 22.11, 505.1 and 505.29.
[Filed 7/1/75]
[Filed emergency 7/1/86—published 7/30/86, effective 7/1/86]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 3/18/88, Notice 1/13/88—published 4/6/88, effective 5/11/88]
[Filed 9/16/98, Notice 4/8/98—published 10/7/98, effective 11/11/98]


https://www.legis.iowa.gov/docs/ico/section/22.11.pdf
https://www.legis.iowa.gov/docs/ico/section/505.1.pdf
https://www.legis.iowa.gov/docs/ico/section/505.29.pdf
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[Filed 12/15/04, Notice 10/27/04—published 1/5/05, effective 2/9/05]
[Filed 1/12/07, Notice 12/6/06—published 1/31/07, effective 3/7/07]
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CHAPTER 2

DECLARATORY ORDERS
[Prior to 2/11/87, see 191—2.6]

191—2.1(17A) Petition for declaratory order.

2.1(1) Any person or agency may file a petition with the insurance division for a declaratory
order as to the applicability to specified circumstances of a statute, rule or order within the primary
jurisdiction of the division, at the address disclosed in rule 191—1.2(502,505). A petition is deemed
filed when it is received. The division shall provide petitioner with a file-stamped copy of the petition
if petitioner provides the agency an extra copy for this purpose. The petition must be typewritten or
legibly handwritten in ink and must substantially conform to the following form:

BEFORE THE INSURANCE DIVISION OF THE STATE OF IOWA

Petition by (Name of Petitioner)
for a Declaratory Order on
(Cite provisions of law involved).

PETITION FOR
DECLARATORY ORDER

2.1(2) The petition shall provide the following information:

a. A clear and concise statement of all relevant facts upon which the order is requested.

b. A citation and the relevant language of the specific statutes, rules, policies, decisions, or orders,
whose applicability or interpretation is questioned, and any other relevant law.

c¢.  The questions petitioner wants answered, stated clearly and concisely.

d. The answers to the questions desired by petitioner and a summary of the reasons urged by
petitioner in support of those answers.

e. The reasons for requesting the declaratory order and disclosure of petitioner’s interest in the
outcome.

f A statement indicating whether petitioner is currently a party to another proceeding involving
the questions at issue and whether, to petitioner’s knowledge, those questions have been decided by, are
pending determination by, or are under investigation by, any governmental entity.

g Any request by petitioner for a meeting provided for by rule 2.7(17A).

The petition must be dated and signed by petitioner or petitioner’s representative. It must also include
the name, mailing address, and telephone number of petitioner and petitioner’s representative, and a
statement indicating the person to whom communications concerning the petition should be directed.

191—2.2(17A) Notice of petition. Within seven days after receipt of a petition for a declaratory order,
the insurance division shall give notice of the petition to all persons not served by petitioner pursuant to
rule 2.6(17A) to whom notice is required by any provision of law. The division may also give notice to
any other persons.

191—2.3(17A) Intervention. A person may file a petition for intervention at any time prior to issuance
of an order and may be allowed to intervene in a proceeding for a declaratory order at the discretion of
the insurance division.

191—2.4(17A) Briefs. Petitioner or any intervenor shall file a brief in support of the position urged.

191—2.5(17A) Inquiries. Inquiries concerning the status of a declaratory proceeding may be made to
the insurance division at the address disclosed in rule 191—1.2(502,505).

191—2.6(17A) Service and filing of petitions and other papers.

2.6(1) Every petition for declaratory order, petition for intervention, brief, or other paper filed in a
proceeding for a declaratory order shall be served upon each of the parties of record to the proceeding.
The party filing a document is responsible for service.
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2.6(2) All petitions for declaratory orders, petitions for intervention, briefs, or other papers in a
proceeding for a declaratory order shall be filed with the insurance division at the address disclosed in
rule 191—1.2(502,505). All petitions, briefs, or other papers required to be served upon a party shall be
filed simultaneously with the division.

2.6(3) Method of service, time of filing, and proof of mailing shall be as provided by rule 3.12(17A).

191—2.7(17A) Consideration. Upon request by petitioner, the insurance division must schedule a brief
and informal meeting between the original petitioner, all intervenors, and the commissioner or a member
of the commissioner’s staff, to discuss the questions raised.

191—2.8(17A) Action on petition.

2.8(1) Within the time allowed by 1998 lowa Acts, chapter 1202, section 13(5), after receiving a
petition for a declaratory order, the insurance division shall take action on the petition as required by
1998 Iowa Acts, chapter 1202, section 13(5).

2.8(2) The date of issuance of an order is as defined in rule 3.2(17A).

191—2.9(17A) Refusal to issue order.

2.9(1) The insurance division shall not issue a declaratory order where prohibited by 1998 Iowa
Acts, chapter 1202, section 13(1), and may refuse to issue a declaratory order on some or all questions
raised for the following reasons:

a. The petition does not substantially comply with the required form.

b.  The petition does not contain facts sufficient to demonstrate that petitioner will be aggrieved or
adversely affected by failure of the division to issue an order.

c¢.  The agency does not have jurisdiction over the questions presented in the petition.

d. The questions presented by the petition are also presented in a current rule making, contested
case, or other agency or judicial proceeding, that may definitively resolve them.

e.  The questions presented by the petition would more properly be resolved in a different type of
proceeding or by another body with jurisdiction over the matter.

1 The facts or questions presented in the petition are unclear, overbroad, insufficient, or otherwise
inappropriate as a basis upon which to issue an order.

g There is no need to issue an order because the questions raised in the petition have been settled
due to a change in circumstances.

h.  The petition is not based upon facts calculated to aid in the planning of future conduct but is,
instead, based solely upon prior conduct in an effort to establish the effect of that conduct or to challenge
an agency decision already made.

i.  The petition requests a declaratory order that would necessarily determine the legal rights,
duties, or responsibilities of other persons who have not joined in the petition, intervened separately,
or filed a similar petition and whose position on the questions presented may fairly be presumed to be
adverse to that of petitioner.

j. Petitioner requests the division to determine whether a statute is unconstitutional on its face.

2.9(2) A refusal to issue a declaratory order must indicate the specific grounds for refusal and
constitutes final agency action on the petition.

2.9(3) Refusal to issue a declaratory order pursuant to this provision does not preclude filing of a
new petition that seeks to eliminate the grounds for refusal to issue a ruling.

191—2.10(17A) Contents of declaratory order—effective date. In addition to the ruling itself, a
declaratory order must contain the date of its issuance, the name of petitioner and all intervenors, the
specific statutes, rules, policies, decisions, or orders involved, the particular facts upon which it is
based, and the reasons for its conclusion.

A declaratory order is effective on the date of issuance.

191—2.11(17A) Copies of orders. A copy of all orders issued in response to a petition for a declaratory
order shall be mailed promptly to the original petitioner and all intervenors.
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191—2.12(17A) Effect of a declaratory order. A declaratory order has the same status and binding
effect as a final order issued in a contested case proceeding. It is binding on the insurance division,
petitioner, and any intervenors and is applicable only in circumstances where the relevant facts and the
law involved are indistinguishable from those on which the order was based. As to all other persons, a
declaratory order serves only as precedent and is not binding on the division. Issuance of a declaratory
order constitutes final agency action on the petition.
These rules are intended to implement lowa Code chapter 17A as amended by 1998 Iowa Acts,
chapter 1202.
[Filed 1/1/75]
[Filed 3/2/79, Notice 1/10/79—published 3/21/79, effective 4/26/79]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86, see IAB 7/30/86]
[Filed 1/23/87, Notice 11/5/86—published 2/11/87, effective 3/18/87]
[Filed 4/30/99, Notice 3/24/99—published 5/19/99, effective 6/23/99]


https://www.legis.iowa.gov/docs/ico/chapter/17A.pdf
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CHAPTER 3
CONTESTED CASES

[Prior to 10/22/86, Insurance Department[510]]

191—3.1(17A) Scope and applicability. This chapter applies to contested case proceedings conducted
by the insurance division.

191—3.2(17A) Definitions. Except where otherwise specifically defined by law or the context otherwise
requires:

“Commissioner” means the commissioner of insurance or the commissioner’s designee.

“Contested case” means a proceeding defined by lowa Code section 17A.2(5), and includes any
matter defined as a no factual dispute contested case under 1998 Iowa Acts, chapter 1202, section 14.

“Issuance” means the date of mailing of a decision or order or date of delivery if service is by other
means unless another date is specified in the order.

“License” means the whole or a part of any permit, certificate, approval, registration, charter or
similar form of permission required by statute.

“Party” means each person or agency named or admitted as a party or properly seeking and entitled
as of right to be admitted as a party.

“Presiding officer” means the commissioner, the commissioner’s designee or an administrative law
judge from the department of inspections and appeals.

“Proposed decision” means the administrative law judge’s recommended findings of fact,
conclusions of law, decision, and order in a contested case in which the commissioner did not preside.

191—3.3(17A) Time requirements.

3.3(1) Time shall be computed as provided in lowa Code section 4.1(34).

3.3(2) For good cause, the presiding officer may extend or shorten the time to take any action, except
as precluded by statute. Except for good cause stated in the record, before extending or shortening the
time to take any action, the presiding officer may afford all parties an opportunity to be heard or to file
written arguments.

191—3.4(17A) Requests for contested case proceeding. Any person claiming an entitlement to a
contested case proceeding shall file a written request for such a proceeding within the time specified
by the particular rules or statutes governing the subject matter or, in the absence of such law, the time
specified in the agency action in question. The request shall be filed with the insurance division, at the
address disclosed in rule 191—1.2(502,505).

The request for a contested case proceeding shall state the name and address of the requester, identify
the specific agency action which is disputed and, where the requester is represented by a lawyer, identify
the provisions of law or precedent requiring or authorizing a contested case proceeding in the particular
circumstances involved, and shall include a short and plain statement of the issues of material fact in
dispute.

191—3.5(17A) Commencement of hearing; notice.

3.5(1) Delivery of the notice of hearing constitutes commencement of the contested case proceeding.
Delivery shall be accomplished in the manner described below, at least 15 days before the hearing date
unless the parties agree to a shorter time period, or unless otherwise provided by statute.

a. For nonlicensed persons, delivery may be accomplished by:

(1) Personal service as provided in the lowa Rules of Civil Procedure; or

(2) Certified mail, return receipt requested; or

(3) First-class mail; or

(4) Publication, as provided in the Iowa Rules of Civil Procedure.

b.  For licensees, delivery shall be executed by:

(1) Personal service as provided in the lowa Rules of Civil Procedure; or

(2) Restricted certified mail.
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3.5(2) The notice of hearing shall be prepared in the form of an order and contain the following
information:

a. A statement of the time, place, and nature of the hearing;

b. A statement of the legal authority and jurisdiction under which the hearing is to be held,

c. A reference to the particular sections of the statutes and rules involved;

d. A short and plain statement of the matters asserted. If the insurance division or other party is
unable to state the matters in detail at the time the notice is served, the initial notice may be limited to
a statement of the issues involved. Thereafter, upon written application, a more definite and detailed
statement shall be furnished;

e. Identification of all parties including the name, address and telephone number of the person
who will act as advocate for the division and of parties’ counsel where known;

£ Reference to the procedural rules governing conduct of the contested case proceeding;

g Reference to the procedural rules governing informal settlement;

h.  Identification of the presiding officer and address, if known. If not known, a description of who
generally will serve as presiding officer; and

i.  Notification of the time period in which a party may request, under 1998 Iowa Acts, chapter
1202, section 15(1), and rule 3.6(17A), that the presiding officer be an administrative law judge.

j. Notification that failure to file an answer within 20 days of service may result in default.

3.5(3) An answer shall be filed within 20 days of service of the notice of hearing unless otherwise
ordered. A party may move to dismiss or apply for a more definite and detailed statement when
appropriate.

a. An answer shall show on whose behalf it is filed and specifically admit, deny, or otherwise
answer all material allegations of the notice of hearing. The answer shall state any facts deemed to show
an affirmative defense and contain as many additional defenses as the pleader may claim.

b.  An answer shall state the name, address and telephone number of the person filing the answer,
the person or entity on whose behalf it is filed, and the attorney representing that person, if any.

c.  Any allegation in the notice of hearing not denied in the answer is considered admitted. The
presiding officer may refuse to consider any defense not raised in the answer which could have been
raised on the basis of facts known when the answer was filed if any party would be prejudiced.

3.5(4) Any notice of hearing or other charging document may be amended before a responsive
pleading has been filed. Amendments to a notice of hearing or charging document after a responsive
pleading has been filed and to an answer may be allowed with the consent of the other parties or in the
discretion of the presiding officer who may impose terms or grant a continuance.

3.5(5) The hearing in a contested case proceeding shall be held within 90 days after the date of the
notice of hearing, subject to the provisions of rule 3.17(17A).

191—3.6(17A) Presiding officer.

3.6(1) If the presiding officer is not an administrative law judge, any party wishing to request that
the presiding officer assigned to render a proposed decision be an administrative law judge employed
by the department of inspections and appeals must file a written request with the insurance division
within 20 days after service of a notice of hearing identifying or describing the presiding officer as the
commissioner or members of the commissioner’s staff.

3.6(2) The commissioner may deny the request only upon a finding that one or more of the following
apply:

a.  Neither the commissioner nor any designee under whose authority the contested case is to take
place is a named party to the proceeding or a real party in interest to that proceeding.

b.  There is a compelling need to expedite issuance of a final decision in order to protect the public
health, safety, or welfare.

¢.  An administrative law judge with the qualifications identified in subrule 3.6(4) is unavailable
to hear the case within a reasonable time.

d. The case involves significant policy issues of first impression that are inextricably intertwined
with the factual issues presented.
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The demeanor of the witnesses is likely to be dispositive in resolving the disputed factual issues.
Funds are unavailable to pay the costs of an administrative law judge and an interagency appeal.
The request was not timely filed.

The request is not consistent with a specified statute.

A statute requires the commissioner or designee to serve as presiding officer.

. The contested case arises from matters asserted pursuant to lowa Code chapters 507A, 507B,
508B, 515G and 521A.

3.6(3) The commissioner or designee shall issue a written ruling specifying the grounds for its
decision within 20 days after a request for an administrative law judge is filed. If the ruling is contingent
upon the availability of an administrative law judge with the qualifications identified in subrule 3.6(4),
the parties shall be notified at least ten days prior to hearing if a qualified administrative law judge will
not be available.

3.6(4) An administrative law judge assigned to act as presiding officer in insurance and securities
matters shall be admitted to practice law before the courts of the state of lowa.

3.6(5) Except as provided otherwise by another provision of law, all rulings by an administrative
law judge acting as presiding officer are subject to appeal to the commissioner. A party must seek any
available intra-agency appeal in order to exhaust adequate administrative remedies.
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191—3.7(17A) Waiver of procedures. Unless otherwise precluded by law, the parties in a contested
case proceeding may waive any provision of this chapter. However, the insurance division may exercise
discretion to refuse to give effect to such a waiver when the waiver is to be inconsistent with the public
interest.

191—3.8(17A) Telephone proceedings.

3.8(1) The presiding officer may resolve preliminary procedural motions by telephone conference
in which all parties have been afforded notice and an opportunity to participate.

3.8(2) The presiding officer may, on the officer’s own motion or as requested by a party, order
hearings or argument to be held by telephone conference or other electronic means in which all parties
have an opportunity to participate. Any party may call witnesses by telephone, with 14 days’ advance
notice to all parties and the presiding officer. Failure of a party to make timely disclosure may result in
the disallowance of testimony by telephone.

191—3.9(17A) Disqualification.

3.9(1) A presiding officer or other person shall withdraw from participation in the making of any
proposed or final decision in a contested case if that person:

a. Has a personal bias or prejudice concerning a party or a representative of a party;

b.  Has personally investigated, prosecuted or advocated in connection with that case, the specific
controversy underlying that case, another factually related contested case with common disputed facts,
or a pending controversy with common disputed facts that may culminate in a contested case involving
the same parties;

c.  Issubject to the authority, direction or discretion of any person who has personally investigated,
prosecuted or advocated in connection with that contested case, the specific controversy underlying that
contested case, or a factually related contested case with common disputed facts or controversy involving
the same parties;

d. Has acted as counsel to any person who is a private party to that proceeding within the past two
years;

e. Has a personal financial interest in the outcome of the case or any other significant personal
interest that could be substantially affected by the outcome of the case;

f Has aspouse or relative within the third degree of relationship that is (1) a party to the case, or
an officer, director or trustee of a party; (2) a lawyer in the case; (3) known to have an interest that could
be substantially affected by the outcome of the case; or (4) likely to be a material witness in the case; or
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g Has any other legally sufficient cause to withdraw from participation in the decision making in
the case.

3.9(2) The term “personally investigated” means taking affirmative steps to interview witnesses
directly or to obtain documents or other information directly. The term “personally investigated” does
not include general direction and supervision of assigned investigators, unsolicited receipt of information
which is relayed to assigned investigators, review of another person’s investigative work product in the
course of determining whether there is probable cause to initiate a proceeding, or exposure to factual
information while performing other agency functions, including fact gathering for purposes other than
investigation of the matter which culminates in a contested case. Factual information relevant to the
merits of a contested case received by a person who later serves as presiding officer in that case shall
be disclosed if required by Iowa Code section 17A.17 as amended by 1998 lowa Acts, chapter 1202,
section 19, and subrules 3.9(3) and 3.23(9).

3.9(3) In a situation where a presiding officer or other person knows of information which might
reasonably be deemed to be a basis for disqualification and decides voluntary withdrawal is unnecessary,
that person shall submit the relevant information for the record by affidavit and shall provide for the
record a statement of the reasons for the determination that withdrawal is unnecessary.

3.9(4) To request disqualification of a presiding officer, a party shall file a motion supported by an
affidavit pursuant to 1998 Iowa Acts, chapter 1202, section 19(7). The motion shall be filed as soon as
practical after the reason alleged in the motion becomes known to the party. If, during the course of the
hearing, a party first becomes aware of evidence of bias or other grounds for disqualification, the party
may move for disqualification but shall establish the grounds by the introduction of evidence into the
record.

If the presiding officer determines that disqualification is appropriate, the presiding officer shall
withdraw. If the presiding officer determines that withdrawal is not required, the presiding officer shall
enter an order to that effect. A party requesting disqualification may seek an interlocutory appeal under
rule 3.25(17A) and seek a stay under rule 3.29(17A).

191—3.10(17A) Consolidation—severance.

3.10(1) The presiding officer may consolidate contested case proceedings where (a) the matters at
issue involve common parties or common questions of fact or law; (b) consolidation would expedite and
simplify consideration of the issues involved; and (c) consolidation would not adversely affect the rights
of any of the parties to those proceedings.

3.10(2) The presiding officer may, for good cause shown, order any contested case proceedings or
portions thereof severed.

191—3.11(17A) Pleadings.

3.11(1) Petition for intervention requirements:

a.  Any petition required in a contested case proceeding shall be filed within 20 days of delivery
of the notice of hearing or subsequent order of the presiding officer, unless otherwise ordered.

b. A petition shall state in separately numbered paragraphs the following:

(1) The persons or entities on whose behalf the petition is filed;

(2) The particular provisions of statutes and rules involved;

(3) The relief demanded and the facts and law relied upon for such relief; and

(4) The name, address and telephone number of petitioner and petitioner’s attorney, if any.

3.11(2) An answer to a petition for intervention shall be filed within 20 days of service of the
petition unless otherwise ordered. A party may move to dismiss or apply for a more definite and
detailed statement when appropriate.

a. An answer shall show on whose behalf it is filed and specifically admit, deny, or otherwise
answer all material allegations of the pleading to which it responds. It shall state any facts deemed to
show an affirmative defense and contain as many additional defenses as the pleader may claim.

b.  An answer shall state the name, address and telephone number of the person filing the answer,
the person or entity on whose behalf it is filed, and the attorney representing that person, if any.
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c.  Any allegation in the petition not denied in the answer is considered admitted. The presiding
officer may refuse to consider any defense not raised in the answer which could have been raised on the
basis of facts known when the answer was filed if any party would be prejudiced.

3.11(3) Any petition for intervention may be amended before a responsive pleading has been filed.
Amendments to pleadings after a responsive pleading has been filed and to an answer may be allowed
with the consent of the other parties or in the discretion of the presiding officer who may impose terms
or grant a continuance.

191—3.12(17A) Service and filing of pleadings and other papers.

3.12(1) Every pleading, motion, document, or other paper filed in a contested case proceeding and
every paper relating to discovery in such a proceeding shall be served upon each of the parties of record
to the proceeding, including the person designated as advocate or prosecutor for the insurance division,
at the time of filing. Except for an application for rehearing as provided in lowa Code section 17A.16(2),
the party filing a document is responsible for service on all parties.

3.12(2) Service upon a party represented by an attorney shall be made upon the attorney unless
otherwise ordered. Service is made by delivering or mailing a copy to the attorney at the attorney’s
last-known address. Service upon an unrepresented party shall be made by delivering or mailing a copy
to the party’s last-known address. Service by mail is complete upon mailing, except where otherwise
specifically provided by statute, rule, or order.

3.12(3) After the notice of hearing, all pleadings, motions, documents or other papers in a contested
case proceeding shall be filed with the presiding officer.

3.12(4) Except where otherwise provided by law, a document is deemed filed at the time it is
delivered to the presiding officer, delivered to an established courier service for immediate delivery to
that office, or mailed by first-class mail or state interoffice mail to that office, so long as there is proof
of mailing.

3.12(5) Proof of mailing includes either: a legible United States Postal Service postmark on the
envelope, a certificate of service, a notarized affidavit, or a certification in substantially the following
form:

I certify under penalty of perjury and pursuant to the laws of Iowa that, on (date of mailing),
I mailed copies of (describe document) addressed to the Insurance Division at the address
disclosed in 191—1.2(502,505) and to the names and addresses of the parties listed below
by depositing the same in (a United States post office mailbox with correct postage properly
affixed or state interoffice mail).

(Date) (Signature)

3.12(6) The presiding officer, by order, may permit service or filing of particular documents by
facsimile or electronic mail or similar electronic means unless such service or filing is precluded by a
provision of law. When permitted, service by facsimile, electronic mail or similar electronic means is
complete upon transmission. In the absence of such an order, facsimile or electronic transmission does
not satisfy service or filing requirements, but may be used to supplement service or filing when rapid
notice is needed.

191—3.13(17A) Discovery.

3.13(1) Where statutory time limitations permit, discovery may be conducted as permitted by the
Iowa Rules of Civil Procedure. Unless lengthened or shortened by these rules or by order of the presiding
officer, time periods for compliance with discovery shall be as provided in the Iowa Rules of Civil
Procedure.

3.13(2) Any motion relating to discovery shall allege that the moving party has previously made a
good-faith attempt to resolve the discovery issues involved with the opposing party. Motions in regard to
discovery shall be ruled upon by the presiding officer. Opposing parties shall be afforded the opportunity
to respond within ten days of the filing of the motion unless the time is shortened as provided in subrule
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3.13(1). The presiding officer may rule on the basis of the written motion and any response, or may order
argument on the motion.

191—3.14(17A) Subpoenas.

3.14(1) A subpoena shall be issued by the presiding officer at a party’s request. Such a request must
be in writing. In the absence of good cause for permitting later action, a request for a subpoena must be
received at least ten days before the scheduled hearing. The request shall include the name, address, and
telephone number of the requesting party.

3.14(2) Except to the extent otherwise provided by law, parties are responsible for service of their
own subpoenas and payment of witness fees and mileage expenses.

3.14(3) The presiding officer may quash or modify a subpoena upon motion as provided in the lowa
Rules of Civil Procedure. A motion to quash or modify a subpoena shall be promptly set for hearing.

191—3.15(17A) Motions.

3.15(1) No technical form for motions is required. However, prehearing motions must be in writing,
state the grounds for relief and relief sought.

3.15(2) Any party may file a written response to a motion within ten days after the motion is served,
unless the time period is extended or shortened by the presiding officer. In ruling on a motion, the
presiding officer may consider the motion unresisted, if no response is timely filed.

3.15(3) The presiding officer may schedule oral argument on any motion.

3.15(4) Motions pertaining to the hearing, except motions for summary judgment, must be filed and
served at least ten days prior to the date of hearing unless there is good cause for permitting later action
or the time for such action is lengthened or shortened by an order of the presiding officer.

3.15(5) Motions for summary judgment shall comply with the requirements of lowa Rule of Civil
Procedure 1.981 and shall be subject to disposition according to the requirements of that rule to the
extent such requirements are not inconsistent with the provisions of this rule or any other provision of
law governing the procedure in contested cases.

Motions for summary judgment may be filed and served within a reasonable time prior to the hearing,
as determined by the presiding officer. Any party resisting the motion shall file and serve a resistance
within 15 days, unless otherwise ordered by the presiding officer, from the date a copy of the motion
was served. The time fixed for hearing or nonoral submission shall be not less than 20 days after the
filing of the motion, unless a shorter time is ordered by the presiding officer. A summary judgment order
rendered on all issues in a contested case is subject to rehearing pursuant to rule 3.28(17A) and appeal

pursuant to rule 3.27(17A).
[Editorial change: IAC Supplement 11/17/10]

191—3.16(17A) Prehearing conference.

3.16(1) Any party may request a prehearing conference. A written request for prehearing conference
or an order for prehearing conference on the presiding officer’s own motion shall be filed not less than 14
days prior to the hearing date. A prehearing conference shall be scheduled not less than three business
days prior to the hearing date.

The presiding officer shall give written notice of the prehearing conference to all parties.

3.16(2) Prehearing conferences shall be conducted by telephone unless otherwise ordered.

3.16(3) Each party shall exchange and receive prior to the prehearing conference:

a. A final list of the witnesses who the party anticipates will testify at hearing. Witnesses not listed
may be excluded from testifying unless there was good cause for failure to include their names; and

b. A final list of exhibits which the party anticipates will be introduced at hearing. Exhibits other
than rebuttal exhibits that are not listed may be excluded from admission into evidence unless there was
good cause for failure to include them.

3.16(4) Witness or exhibit lists may be amended subsequent to the prehearing conference within
time limits established by the presiding officer at the prehearing conference. Any such amendments
must be served on all parties.
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3.16(5) In addition to the requirements of subrule 3.16(3), the parties at a prehearing conference
may:
Enter into stipulations of law or fact;
Enter into stipulations on the admissibility of exhibits;
Identify matters which the parties intend to request be officially noticed;
Enter into stipulations for waiver of any provision of law; and
Consider any additional matters which will expedite the hearing.

& AN =8

191—3.17(17A) Continuances. Unless otherwise provided, applications for continuances shall be made
to the presiding officer.
3.17(1) An application for a continuance shall:
a. Bemade at the earliest possible time and no less than 14 days before the hearing except in case
of unanticipated emergencies or consent of all parties, and
b.  State the specific reasons for the request.
3.17(2) In determining whether to grant a continuance, the presiding officer may consider:
a. Prior continuances;
b.  The interests of all parties;
c.  The likelihood of informal settlement;
d.  The existence of an emergency;
e. Any objection;
/- Any applicable time requirements;
g The existence of a conflict in the schedules of counsel, parties, or witnesses;
h.  The timeliness of the request;
i.  Failure to timely provide discovery responses; and
j. Other relevant factors.
The presiding officer may require documentation of any grounds for continuance.

191—3.18(17A) Withdrawals. A party requesting a contested case proceeding may withdraw that
request prior to the hearing.

191—3.19(17A) Intervention.

3.19(1) A motion for leave to intervene in a contested case proceeding shall state the grounds for
the proposed intervention, including any statutory grounds, and the position and interest of the proposed
intervenor. A proposed answer or petition in intervention shall be attached to the motion. Any party may
file a response within 14 days of service of the motion to intervene unless the time period is extended or
shortened by the presiding officer.

3.19(2) Motion for leave to intervene shall be filed as early in the proceeding as possible to avoid
adverse impact on existing parties or the conduct of the proceeding. Unless otherwise ordered, a motion
for leave to intervene shall be filed before the prehearing conference, if any, or at least 20 days before
the date scheduled for hearing. Any later motion must contain a statement of good cause for failure to
file in a timely manner. Unless inequitable or unjust, an intervenor shall be bound by any agreement,
arrangement, or other matter previously raised in the case. Requests by untimely intervenors for
continuances which would delay the proceeding will ordinarily be denied.

3.19(3) The movant shall demonstrate that (a) intervention would not unduly prolong the
proceedings or otherwise prejudice the rights of existing parties; (b) the movant is likely to be aggrieved
or adversely affected by a final order in the proceeding; and (c) the interests of the movant are not
adequately represented by existing parties; or (d) there exists a statutory right to intervene.

3.19(4) If appropriate, the presiding officer may order consolidation of the petitions and briefs of
different parties whose interests are aligned and limit the number of representatives allowed to participate
actively in the proceedings. A person granted leave to intervene is a party to the proceeding. The order
granting intervention may restrict the issues that may be raised by the intervenor or otherwise condition
the intervenor’s participation in the proceeding.
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191—3.20(17A) Hearing procedures.

3.20(1) The presiding officer presides at the hearing, and may rule on motions, require briefs, issue
a proposed decision, and issue such orders and rulings as will ensure orderly conduct of the proceedings.

3.20(2) The presiding officer shall conduct the hearing in the following manner:

a. The presiding officer shall give an opening statement briefly describing the nature of the
proceedings;

b.  Parties shall be given an opportunity to present opening statements;

c.  Parties shall present their cases in the sequence determined by the presiding officer;

d.  Each witness shall be sworn or affirmed by the presiding officer or the court reporter, and be
subject to examination and cross-examination. The presiding officer may limit questioning in a manner
consistent with law; and

e.  When all parties and witnesses have been heard, parties may be given the opportunity to present
final arguments.

3.20(3) The presiding officer shall maintain the decorum of the hearing and may refuse to admit or
may expel a person whose conduct is disorderly.

3.20(4) Parties have the right to participate or to be represented in all hearings or prehearing
conferences related to their case. Partnerships, corporations, or associations may be represented by any
member, officer, director, or duly authorized agent. Any party may be represented by an attorney or
another person authorized by law, subject to lowa Court Rule 113.

3.20(5) Subject to terms and conditions prescribed by the presiding officer, parties have the right to
introduce evidence on issues of material fact, cross-examine witnesses present at the hearing as necessary
for a full and true disclosure of the facts, present evidence in rebuttal, and submit briefs and engage in
oral argument.

3.20(6) All objections shall be timely made and stated on the record.

3.20(7) Witnesses may be sequestered during the hearing. This rule does not authorize exclusion of
(1) a party who is a natural person, or (2) an officer or employee of a party which is not a natural person
designated as its representative by its attorney, or (3) a person whose presence is shown by a party to be
essential to presentation of the cause.

191—3.21(17A) Evidence.

3.21(1) The presiding officer shall rule on admissibility of evidence and may, where appropriate,
take official notice of facts in accordance with applicable requirements of law.

3.21(2) Stipulation of facts is encouraged. The presiding officer may make a decision based on
stipulated facts.

3.21(3) Evidence in the proceeding shall be confined to the issues as to which the parties received
notice prior to the hearing unless the parties waive their right to such notice or the presiding officer
determines that good cause justifies expansion of the issues. If the presiding officer decides to admit
evidence on issues outside the scope of the notice over the objection of a party who did not have actual
notice of those issues, that party, upon timely request, may receive a continuance sufficient to amend
pleadings and to prepare on the additional issue.

3.21(4) The party seeking admission of an exhibit must provide opposing parties with an opportunity
to examine the exhibit prior to the ruling on its admissibility. Copies of documents should be provided to
opposing parties no later than the time they are proffered to the presiding officer. All exhibits admitted
into evidence shall be appropriately marked and be made part of the record.

3.21(5) A party may object to specific evidence. A party may request limits on the scope of any
examination or cross-examination. Objections shall be accompanied by a brief statement of the grounds
upon which the objections are based. The objection and the ruling on the objection shall be noted in the
record. The presiding officer may rule on the objection at the time it is made or may reserve a ruling
until the written decision, if appropriate.

3.21(6) Whenever evidence is ruled inadmissible, the party offering that evidence may submit an
offer of proof on the record. The party making the offer of proof for excluded oral testimony shall
briefly summarize the testimony or, with permission of the presiding officer, present the testimony. If



IAC 11/17/10 Insurance[191] Ch 3, p.9

the excluded evidence consists of a document or exhibit, it shall be marked as part of an offer of proof
and inserted in the record.

191—3.22(17A) Default.

3.22(1) If a party fails to appear or participate in a contested case proceeding after proper service of
notice, the presiding officer may, if no adjournment is granted, enter a default decision or proceed with
the hearing and render a decision in the absence of the party.

3.22(2) Where appropriate and not contrary to law, any party may move for default against a party
who has requested the contested case proceeding and failed to file a required pleading or has failed to
appear after proper service.

3.22(3) Default decisions or decisions rendered on the merits after a party has failed to appear or
participate become final agency action unless, within 15 days after the date of notification or mailing
of the decision, a motion to vacate is filed and served on all parties or an appeal of a decision on the
merits is timely initiated within the time provided by rule 3.27(17A). A motion to vacate must state all
facts relied upon by the moving party which establish that good cause existed for that party’s failure to
appear or participate at the contested case proceeding. Each fact so stated must be substantiated by at
least one sworn affidavit of a person with personal knowledge of each such fact, which affidavit(s) must
be attached to the motion.

3.22(4) The time for further appeal of a decision for which a timely motion to vacate has been filed
is stayed pending a decision on the motion to vacate.

3.22(5) Properly substantiated and timely filed motions to vacate shall be granted only for good
cause shown. The burden of proof as to good cause is on the moving party. Adverse parties shall have
ten days to respond to a motion to vacate. Adverse parties shall be allowed to conduct discovery as to
the issue of good cause and to present evidence on the issue prior to a decision on the motion, if a request
to do so is included in that party’s response.

3.22(6) “Good cause” for purposes of this rule shall have the same meaning as “good cause” for
setting aside a default judgment under lowa Rule of Civil Procedure 1.977.

3.22(7) A decision denying a motion to vacate is subject to further appeal within the time limit
allowed for further appeal of a decision on the merits in the contested case proceeding. A decision
granting a motion to vacate is subject to interlocutory appeal by the adverse party pursuant to rule
3.25(17A).

3.22(8) If a motion to vacate is granted and no timely interlocutory appeal has been taken, the
presiding officer shall schedule another hearing on the merits and the contested case shall proceed
accordingly.

3.22(9) A default decision may award any relief consistent with the request for relief made in the
petition, notice of hearing, or charging document and embraced in its issues.

3.22(10) A default decision may provide either that the default decision is to be stayed pending a
timely motion to vacate or that the default decision is to take effect immediately, subject to a request for

stay under rule 3.29(17A).
[Editorial change: IAC Supplement 11/17/10]

191—3.23(17A) Ex parte communication.

3.23(1) Unless required for the disposition of ex parte matters specifically authorized by statute,
following issuance of the notice of hearing, there shall be no communication, directly or indirectly,
between the presiding officer and any party or representative of any party or any other person with a
direct or indirect interest in such case in connection with any issue of fact or law in the case except upon
notice and opportunity for all parties to participate. This does not prohibit persons jointly assigned such
tasks from communicating with each other. Nothing in this provision is intended to preclude the presiding
officer from communicating with members of the division or seeking the advice or help of persons other
than those with a personal interest in, or those engaged in personally investigating as defined in subrule
3.9(2), prosecuting, or advocating in, either the case under consideration or a pending factually related
case involving the same parties as long as those persons do not directly or indirectly communicate to
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the presiding officer any ex parte communications they have received of a type that the presiding officer
would be prohibited from receiving or that furnish, augment, diminish, or modify the evidence in the
record.

3.23(2) Prohibitions on ex parte communications commence with the issuance of the notice of
hearing in a contested case and continue for as long as the case is pending.

3.23(3) Written, oral or other forms of communication are “ex parte” if made without notice and
opportunity for all parties to participate.

3.23(4) To avoid prohibited ex parte communications notice must be given in a manner reasonably
calculated to give all parties a fair opportunity to participate. Notice of written communications shall be
provided in compliance with rule 3.12(17A) and may be supplemented by telephone, facsimile, electronic
mail or other means of notification.

3.23(5) Persons who jointly act as presiding officer in a pending contested case may communicate
with each other without notice or opportunity for parties to participate.

3.23(6) Communications with the presiding officer involving uncontested scheduling or procedural
matters do not require notice or opportunity for parties to participate. Parties should notify other parties
prior to initiating such contact with the presiding officer when feasible, and shall notify other parties
when seeking to continue hearings or other deadlines pursuant to rule 3.16(17A).

3.23(7) A presiding officer who receives a prohibited ex parte communication during the pendency
of a contested case must initially determine if the effect of the communication is so prejudicial that
the presiding officer should be disqualified. If the presiding officer determines that disqualification is
warranted, a copy of any prohibited written communication, all written responses to the communication,
a written summary stating the substance of any prohibited oral or other communication not available
in written form for disclosure, all responses made, and the identity of each person from whom the
presiding officer received a prohibited ex parte communication shall be submitted for inclusion in the
record, either under seal by protective order or in the public file, at the discretion of the presiding
officer. If the presiding officer determines that disqualification is not warranted, such documents shall
be submitted for inclusion in the record and served on all parties. Any party desiring to rebut the
prohibited communication must be allowed the opportunity to do so upon written request filed within
ten days after notice of the communication.

3.23(8) Promptly after being assigned to serve as presiding officer at any stage in a contested case
proceeding, a presiding officer shall disclose to all parties material factual information received through
ex parte communication prior to such assignment unless the factual information has already been
or shortly will be disclosed pursuant to lowa Code section 17A.13(2) or through discovery. Factual
information contained in an investigative report or similar document need not be separately disclosed
by the presiding officer as long as such documents have been or will shortly be provided to the parties.

3.23(9) The presiding officer may render a proposed or final decision imposing appropriate
sanctions for violations of this rule including default, a decision against the offending party, censure,
suspension or revocation of the privilege to practice before the agency. Violation of ex parte
communication prohibitions by agency personnel shall be reported to the first deputy commissioner or
designee for possible sanctions including censure, suspension, dismissal or other disciplinary action.

191—3.24(17A) Recording costs. Upon request, the presiding officer with notice to all parties shall
provide a copy of the whole or any portion of the record at a reasonable cost. The cost of preparing a
copy of the record or of transcribing the hearing record shall be paid by the requesting party. Parties who
request that a hearing be recorded by certified shorthand reporters rather than by electronic means shall
bear the cost of that recordation, unless otherwise provided by law.

191—3.25(17A) Interlocutory appeals. Upon written request of a party or on its own motion, the
commissioner or designee may review an interlocutory order of the presiding officer. In determining
whether to do so, the commissioner or designee shall weigh the extent to which granting the interlocutory
appeal would expedite final resolution of the case and the extent to which review of that interlocutory
order at the time the proposed decision of the presiding officer is reviewed would provide an adequate
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remedy. Any request for interlocutory review must be filed within 14 days of issuance of the challenged
order, but no later than the time for compliance with the order or the date of hearing, whichever is first.

191—3.26(17A) Final decision.

3.26(1) When the commissioner presides over the reception of evidence at the hearing, the
commissioner’s decision is a final decision.

3.26(2) When the commissioner does not preside over the reception of evidence, the presiding officer
shall make a proposed decision. The proposed decision becomes the final decision of the agency without
further proceedings unless there is an appeal to, or review on motion of, the commissioner within the
time provided in rule 3.27(17A).

3.26(3) The presiding officer’s decision shall specify in bold print either that the decision is final or
that the decision shall become final without further proceedings unless there is an appeal to, or review
on motion of, the commissioner within the time provided in rule 3.27(17A).

3.26(4) Any administrative law judge serving as a presiding officer in a contested case shall report to
the commissioner on a monthly basis all matters taken under advisement for longer than 60 days, together
with an explanation of the reasons for the delay and an expected date of a proposed decision. A matter
shall be reported when all hearings have been completed and the matter awaits decision without further
appearance of the parties or their attorneys, even though briefs or transcripts have been ordered but have
not yet been filed. The report shall be due on the tenth day of each calendar month for the period ending
with the last day of the preceding calendar month. The report shall be signed by the administrative law
judge. All reports received will be filed with the lowa insurance division as records available for public
inspection.

191—3.27(17A) Appeals and review.

3.27(1) Any adversely affected party may appeal a proposed decision to the commissioner within
30 days after issuance of the proposed decision.

3.27(2) The insurance division may initiate review of a proposed decision on its own motion at any
time within 30 days following issuance of such a decision.

3.27(3) An appeal of a proposed decision is initiated by filing a timely notice of appeal with the
commissioner. The notice of appeal must be signed by the appealing party or a representative of that
party and contain a certificate of service. The notice shall specify:

a. The proposed decision or order appealed from;

b.  The parties initiating the appeal;

c¢.  The specific findings or conclusions to which exception is taken and any other exceptions to
the decision or order;

d.  The grounds for relief; and

e.  The relief sought.

3.27(4) On appeal from a proposed decision of a presiding officer, the issues shall be limited to those
raised before the presiding officer. No new issues will be considered for the first time on appeal.

3.27(5) On appeal, a party may request the taking of additional evidence only by establishing that
the evidence is material, that good cause existed for failure to present the evidence at the hearing, and
that the party has not waived the right to present the evidence. A written request to present additional
evidence must be filed with the notice of appeal or, by a nonappealing party, within ten days of service
of the notice of appeal. The commissioner may remand a case to the presiding officer for further hearing
or the commissioner may preside at the taking of additional evidence.

3.27(6) The commissioner shall issue a schedule for consideration of the appeal.

3.27(7) Unless otherwise ordered, within 20 days of the notice of appeal or order for review, each
appealing party may file exceptions and briefs. Within 20 days thereafter, any party may file a responsive
brief. Briefs shall cite any applicable legal authority and specify relevant portions of the record in
that proceeding. Any written requests to present oral argument shall be filed with the briefs. The
commissioner may resolve the appeal on the briefs or provide an opportunity for oral argument. The
commissioner may shorten or extend the briefing period as appropriate.
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191—3.28(17A) Applications for rehearing.

3.28(1) Any party to a contested case proceeding may file an application for rehearing from a final
order.

3.28(2) The application for rehearing shall state on whose behalf it is filed, the specific grounds for
rehearing, and the relief sought. In addition, the application shall state whether the applicant desires
reconsideration of all or part of the agency decision on the existing record and whether, on the basis of
the grounds enumerated in subrule 3.27(5), the applicant requests an opportunity to submit additional
evidence.

3.28(3) The application shall be filed with the commissioner within 20 days after issuance of the
final decision.

3.28(4) A copy of the application shall be timely mailed by the applicant to all parties of record not
joining therein. If the application does not contain a certificate of service, the division shall serve copies
on all parties.

3.28(5) Any application for a rehearing shall be deemed denied unless the commissioner grants the
application within 20 days after its filing.

191—3.29(17A) Stay of agency action.

3.29(1) Petition requirements for stay of agency action:

a. Any party to a contested case proceeding may petition the commissioner for a stay of an order
issued in that proceeding or for other temporary remedies, pending review by the agency. The petition
shall be filed with the notice of appeal and shall state the reasons justifying a stay or other temporary
remedy. The commissioner may rule on the stay or authorize the presiding officer to do so.

b.  Any party to a contested case proceeding may petition the commissioner for a stay or other
temporary remedy pending judicial review of all or part of that proceeding. The petition shall state the
reasons justifying a stay or other temporary remedy.

3.29(2) In determining whether to grant a stay, the presiding officer or commissioner shall consider
the factors listed in 1998 lowa Acts, chapter 1202, section 23(5c¢).

3.29(3) A stay may be vacated by the issuing authority upon application of the commissioner or any
other party.

191—3.30(17A) No factual dispute contested cases. If the parties agree that no dispute of material
fact exists as to a matter that would be a contested case if such a dispute of fact existed, the parties
may present all relevant admissible evidence either by stipulation or otherwise as agreed by the parties,
without necessity for the production of evidence at an evidentiary hearing. If such agreement is reached,
a jointly submitted schedule detailing the method and timetable for submission of the record, briefs and
oral argument should be submitted to the presiding officer for approval as soon as is practicable.

191—3.31(17A) Emergency adjudicative proceedings.

3.31(1) To the extent necessary to prevent or avoid immediate danger to the public health, safety,
or welfare, and consistent with the Constitution and other provisions of law, the insurance division
may issue a written order in compliance with 1998 Iowa Acts, chapter 1202, section 21, to suspend
a license in whole or in part, order the cessation of any continuing activity, order affirmative action, or
take other action within the jurisdiction of the division by emergency adjudicative order. Before issuing
an emergency adjudicative order the division shall consider factors including, but not limited to, the
following:

a.  Whether there has been a sufficient factual investigation to ensure that the division is proceeding
on the basis of reliable information;

b.  Whether the specific circumstances which pose immediate danger to the public health, safety
or welfare have been identified and determined to be continuing;

¢.  Whether the person required to comply with the emergency adjudicative order may continue to
engage in other activities without posing immediate danger to the public health, safety or welfare;
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d.  Whether imposition of monitoring requirements or other interim safeguards would be sufficient
to protect the public health, safety or welfare;

e.  Whether the specific action contemplated by the insurance division is necessary to avoid the
immediate danger; and

£ Whether the proposed emergency adjudicative order is sufficiently limited in scope and
narrowly tailored to protect the public health, safety or welfare.

3.31(2) An emergency adjudicative order shall contain findings of fact, conclusions of law, and
policy reasons to justify the determination of an immediate danger in the insurance division’s decision
to take immediate action.

a. The written emergency adjudicative order shall be immediately delivered to persons who are
required to comply with the order by utilizing one or more of the following procedures:

(1) For nonlicensed persons, delivery may be executed by:

1. Personal service as provided in the lowa Rules of Civil Procedure; or
Certified mail, return receipt requested; or
First-class mail; or
Publication, as provided in the lowa Rules of Civil Procedure; or
Facsimile or other electronic transmission. Facsimile or other electronic transmission may be
used as the sole method of delivery if the person required to comply with the order has filed a written
request that agency orders be sent by facsimile and has provided a fax number for that purpose.

(2) For licensees, delivery shall be executed by:

1. Personal service a provided in the lowa Rules of Civil Procedure; or

2. Restricted certified mail.

b.  If practical, the insurance division shall select the procedure for providing written notice that
best ensures prompt, reliable delivery.

3.31(3) Unless the written emergency adjudicative order is provided by personal delivery on the
same day that the order issues, the insurance division shall make reasonable immediate efforts to contact
by telephone the persons who are required to comply with the order.

3.31(4) After issuance of an emergency adjudicative order, the insurance division shall proceed as
quickly as feasible to complete any proceedings that would be required if the matter did not involve an
immediate danger.

3.31(5) A written emergency adjudicative order shall include notification of the date on which
insurance division proceedings are scheduled for completion. After an emergency adjudicative order is
issued, continuance of further division proceedings to a later date will be granted only in compelling
circumstances, and upon written application.

3.31(6) This rule does not preclude issuance of summary cease and desist orders as authorized by
Iowa Code sections 502.604, 502A.12, 523A.17, 523B.8(1), 523D.13, and 523E.17; chapters 505, 507B,
507C, 508, and 515; and rule 191—3.32(502,505).

PIENERRN

191—3.32(502,505,507B) Summary cease and desist orders. When a statute authorizes action to be
taken without a prior hearing, the commissioner’s order shall be sent to the last-known address of the
party by certified mail, return receipt requested, unless the party is a licensee, in which case the order
shall be sent by restricted certified mail. The order shall include a brief statement of findings of fact,
conclusions of law and policy reasons for the decision; direct the person or insurer to cease and desist
from engaging in the act or practice or to take other affirmative action as is necessary, in the judgment of
the commissioner, to comply with the statute; and state that the party will be afforded a contested case
proceeding and a hearing if a request is filed with the commissioner at least 30 days from the date that the
order is issued, unless a different time is specified by statute. The commissioner shall issue a notice of
hearing no later than 30 days from the date of receipt of a timely request for a contested case proceeding
and hearing. If a statute requires a hearing to be held following issuance of a summary order, the date
and time of that hearing shall be set forth in the order. Summary orders shall remain effective during the
pendency of proceedings.
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191—3.33(17A,502,505) Informal settlement.

3.33(1) A party to a controversy that may culminate in contested case proceedings may attempt
informal settlement of the controversy by complying with the procedures set forth in this subrule. No
party to a controversy shall be required to settle the controversy by submitting to informal settlement
procedures.

a. Parties desiring informal settlement shall set forth in writing the various points of a proposed
settlement, which may include a stipulated statement of facts.

b.  When signed by the parties to a controversy, a proposed settlement shall represent final
disposition of the matter in place of contested case proceedings.

c¢.  Where there are more than two parties to a controversy involving the insurance division, a
separate settlement between one party and the division is permissible.

d. A proposed settlement which is not accepted or signed by the parties shall not be admitted as
evidence in the record of a contested case proceeding.

3.33(2) A party to a contested case proceeding may attempt informal settlement by complying with
the procedures set forth in this subrule. No party shall be required to settle the contested case proceeding
by submitting to informal settlement procedures.

a. Parties desiring informal settlement shall set forth in writing the various points of a proposed
settlement, which may include a stipulated statement of facts.

b.  When signed by the parties to the contested case proceeding and the presiding officer, a
proposed settlement shall represent final disposition of the proceeding.

¢. Where there are more than two parties to a contested case proceeding involving the insurance
division, a separate settlement between one party and the division is permissible.

d. A proposed settlement which is not accepted or signed by the parties and the presiding officer
shall not be admitted as evidence in the record of a contested case proceeding. Evidence of conduct
or statements made in settlement negotiations likewise are not admissible. This rule does not require
exclusion when the evidence is offered for another purpose, such as proving bias or prejudice of a
witness, negating a contention of undue delay, or proving an effort to obstruct a criminal investigation
or prosecution.

191—3.34(17A,502,505) Witness fees.

3.34(1) Subpoenaed witnesses shall be entitled to receive fees authorized by Iowa Code section
622.69.

3.34(2) Witnesses called to testify only to an opinion founded on special study or experience in any
branch of science, or to make scientific or professional examinations and state the result thereof, may
receive additional compensation, to be fixed by the presiding officer, with reference to the value of the
time employed and the degree of learning or skill required; but such additional compensation shall not
exceed the sum set forth in lowa Code section 622.72.

These rules are intended to implement lowa Code chapter 17A as amended by 1998 lowa Acts,
chapter 1202.

[Filed 7/1/75—published 8/11/75 IAC Supp.]

[Filed 5/7/80, Notice 4/2/80—published 5/28/80, effective 7/3/80]
[Filed 12/10/81, Notice 9/16/81—published 1/6/82, effective 2/15/82]
[Filed 9/21/84, Notice 7/18/84—published 10/10/84, effective 11/15/84]
[Filed 4/8/85, Notice 1/30/85—published 4/24/85, effective 5/31/85]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 12/10/86, Notice 10/22/86—published 12/31/86, effective 2/4/87]
[Filed 1/19/90, Notice 8/23/89—published 2/7/90, effective 3/14/90]
[Filed 4/30/99, Notice 3/24/99—published 5/19/99, effective 6/23/99]
[Filed 12/15/04, Notice 10/27/04—published 1/5/05, effective 2/9/05]
[Filed 10/5/06, Notice 8/30/06—published 10/25/06, effective 11/29/06]
[Editorial change: IAC Supplement 11/17/10]
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CHAPTER 4
AGENCY PROCEDURE FOR RULE MAKING AND WAIVER OF RULES

DIVISION I
AGENCY PROCEDURE FOR RULE MAKING

191—4.1(17A) Applicability. Except to the extent otherwise expressly provided by statute, all rules
adopted by the insurance division are subject to the provisions of lowa Code chapter 17A, the lowa
administrative procedure Act, and the provisions of this chapter.

191—4.2(17A) Advice on possible rules before notice of proposed rule adoption. In addition to
seeking information by other methods, the insurance division may, before publication of a Notice of
Intended Action under Iowa Code section 17A.4(1) “a, ” solicit comments from the public on a subject
matter of possible rule making by causing notice to be published in the lowa Administrative Bulletin and
indicating where, when, and how persons may comment.

191—4.3(17A) Public rule-making docket.

4.3(1) The insurance division shall maintain a current public rule-making docket.

4.3(2) The rule-making docket shall list each pending rule-making proceeding. A rule-making
proceeding is pending from the time it is commenced by publication in the lowa Administrative Bulletin
to the time it is terminated or the rule becomes effective. For each rule-making proceeding, the docket
shall indicate:

a.  The subject matter of the proposed rule;

b. A citation to all published notices relating to the proceeding;

c. Where written submissions on the proposed rule may be inspected;

d.  The time during which written submissions may be made;

e. The names of persons who have made written requests for an opportunity to make oral
presentations on the proposed rule, where those requests may be inspected and where and when oral
presentations may be made;

£ Whether a written request for issuance of a regulatory analysis or a concise statement of reasons
has been filed, whether such an analysis or statement or a fiscal impact statement has been issued, and
where any such written request, analysis or statement may be inspected;

g The current status of the proposed rule;

h.  Any known timetable for division decisions or other action in the proceeding;

i.  The date of the rule’s adoption;

j. The date of the rule’s filing and publication;

k. The date on which the rule will become effective; and

[, Where the rule-making record may be inspected.

191—4.4(17A) Notice of proposed rule making.

4.4(1) At least 35 days before adoption of a rule the insurance division shall publish Notice of
Intended Action in the lowa Administrative Bulletin. The Notice of Intended Action shall include:

a. A brief explanation of the purpose of the proposed rule;

b.  The specific legal authority for the proposed rule;

c.  Except to the extent impracticable, the text of the proposed rule;

d.  Where, when, and how persons may present their views on the proposed rule; and

e.  Where, when, and how persons may request an oral proceeding on the proposed rule if the
notice does not already provide for one.

Where inclusion of the complete text of a proposed rule in the Notice of Intended Action is
impractical, the insurance division shall include in the notice a statement fully describing the specific
subject matter of the omitted portion of the text of the proposed rule, the specific issues to be addressed
by that omitted text of the proposed rule, and the range of possible choices being considered by the
division for the resolution of each of those issues.
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4.4(2) A proposed rule may incorporate other materials by reference only if it complies with subrule
4.12(2).

4.4(3) Persons desiring copies of future Notices of Intended Action by subscription must file with
the insurance division at the address disclosed in rule 191—1.2(502,505) a written request indicating
the name and address to which such Notices of Intended Action should be sent. The request shall
specify whether the person wants to receive insurance rules, securities bureau rules as defined by rule
191—1.1(502,505), or both. Within seven days after submission of a Notice of Intended Action for
publication, the division shall mail or otherwise transmit a copy of that notice to subscribers who have
filed a written request. The written request shall be accompanied by payment of the subscription price.
The subscription price per calendar year is $15 for securities rules only, $15 for insurance rules only, and
$30 for both.

191—4.5(17A) Public participation.

4.5(1) For at least 20 days after publication of the Notice of Intended Action, persons may submit
argument, data and views, in writing, on the proposed rule. Such written submissions should identify
the proposed rule to which they relate and should be submitted to the insurance division or the person
designated in the Notice of Intended Action, at the address disclosed in rule 191—1.2(502,505).

4.5(2) The insurance division may, at any time, schedule an oral proceeding on a proposed rule.
The division shall schedule an oral proceeding on a proposed rule if, within 20 days after the published
Notice of Intended Action, a written request for an opportunity to make oral presentations is submitted
to the division by the administrative rules review committee, a governmental subdivision, an agency, an
association having not less than 25 members, or at least 25 persons. That request must also contain the
following:

a. A request by one or more individual persons must be signed by each person and include the
address and telephone number of each person;

b. A request by an association must be signed by an officer or designee of the association and must
contain a statement that the association has at least 25 members and the address and telephone number
of the person signing that request; and

c. A request by an agency or governmental subdivision must be signed by an official having
authority to act on behalf of the entity and must contain the address and telephone number of the person
signing that request.

4.5(3) This rule applies only to those oral rule-making proceedings in which an opportunity to make
oral presentations is authorized or required by lowa Code section 17A.4(1)“b” as amended by 1998
Iowa Acts, chapter 1202, section 8, or this chapter.

a.  An oral proceeding on a proposed rule may be held in one or more locations and shall not be
held earlier than 20 days after notice of its location and time is published in the lowa Administrative
Bulletin. That notice shall also identify the proposed rule by ARC number and citation to the lowa
Administrative Bulletin.

b.  The commissioner, or another person designated by the commissioner who will be familiar with
the substance of the proposed rule, shall preside at the oral proceeding on a proposed rule.

4.5(4) At an oral proceeding on a proposed rule, persons may make oral statements and make
documentary and physical submissions, which may include data, views, comments or arguments
concerning the proposed rule. Persons wishing to make oral presentations at such a proceeding are
encouraged to notify the insurance division at least one business day prior to the proceeding and indicate
the general subject of their presentations. At the proceeding, those who participate shall indicate their
names and addresses, identify any persons or organizations they may represent, and provide any other
information relating to their participation deemed appropriate by the presiding officer. Oral proceedings
shall be open to the public and shall be recorded by stenographic or electronic means.

a. At the beginning of the oral proceeding, the presiding officer shall give a brief synopsis of
the proposed rule, a statement of the statutory authority for the proposed rule, and the reasons for the
agency decision to propose the rule. The presiding officer may place time limitations on individual oral
presentations when necessary to ensure the orderly and expeditious conduct of the oral proceeding. To
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encourage joint oral presentations and to avoid repetition, additional time may be provided for persons
whose presentations represent the views of other individuals as well as their own.

b.  Persons making oral presentations are encouraged to avoid restating matters which have already
been submitted in writing.

c.  To facilitate the exchange of information, the presiding officer may, where time permits, open
the floor to questions or general discussion.

d.  The presiding officer shall have the authority to take any reasonable action necessary for the
orderly conduct of the meeting.

e. Physical and documentary submissions presented by participants in the oral proceeding shall
be submitted to the presiding officer. Such submissions become the property of the insurance division.

f- The oral proceeding may be continued by the presiding officer to a later time without notice
other than by announcement at the hearing.

g. Participants in an oral proceeding shall not be required to take an oath or to submit to
cross-examination. However, the presiding officer in an oral proceeding may question participants and
permit the questioning of participants by other participants about any matter relating to that rule-making
proceeding, including any prior written submissions made by those participants in that proceeding; but
no participant shall be required to answer any question.

h.  The presiding officer in an oral proceeding may permit rebuttal statements and request the filing
of written statements subsequent to the adjournment of the oral presentations.

4.5(5) In addition to receiving written comments and oral presentations on a proposed rule according
to the provisions of this rule, the insurance division may obtain information concerning a proposed rule
through any other lawful means deemed appropriate under the circumstances.

4.5(6) The insurance division shall schedule oral proceedings in rooms accessible to and functional
for persons with physical disabilities. Persons who have special requirements should contact the
division at (515)281-5705 in advance to arrange access or other needed services. Persons who are
hearing impaired should call Relay Iowa TTY at 1-800-735-2942.

191—4.6(17A) Regulatory analysis.

4.6(1) A “small business” is defined in 1998 Iowa Acts, chapter 1202, section 10(7).

4.6(2) Small businesses or organizations of small businesses may be registered on the insurance
division’s small business impact list by making a written application to the division at the address
disclosed in rule 191—1.2(502,505). The application for registration shall state:

a. The name of the small business or organization of small businesses;

b.  Its address;

¢.  The name of a person authorized to transact business for the applicant;

d. A description of the applicant’s business or organization; an organization representing 25 or
more persons who each qualify as a small business shall indicate that fact; and

e.  Whether the applicant desires copies of Notices of Intended Action, for a reasonable cost, or
desires advance notice of the subject of all or some specific category of proposed rule making affecting
small business.

The insurance division may at any time request additional information from the applicant to
determine whether the applicant is qualified as a small business or as an organization of 25 or more
small businesses. The division may periodically send a letter to each registered small business or
organization, or organization of small businesses, asking whether that business or organization wishes
to remain on the registration list. The name of a small business or organization of small businesses will
be removed from the list if a negative response is received, or if no response is received within 30 days
after the letter is sent.

4.6(3) Within seven days after submission of a Notice of Intended Action to the administrative rules
coordinator for publication in the lowa Administrative Bulletin, the insurance division shall mail to all
registered small businesses or organizations of small businesses, in accordance with their request, either
a copy of the Notice of Intended Action or notice of the subject of that proposed rule making. For a rule
that may have an impact on small business adopted in reliance upon Iowa Code section 17A.4(2), the
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division shall mail notice of the adopted rule to registered businesses or organizations prior to the time
the adopted rule is published in the lowa Administrative Bulletin.

4.6(4) The insurance division shall issue a regulatory analysis of a proposed rule that conforms to
the requirements of 1998 Iowa Acts, chapter 1202, section 10(2a), after a proper request from:

a. The administrative rules review committee; or

b.  The administrative rules coordinator.

4.6(5) The insurance division shall issue a regulatory analysis of a proposed rule that conforms to
the requirements of 1998 Iowa Acts, chapter 1202, section 10(2b), after a proper request from:

a. The administrative rules review committee;

b.  The administrative rules coordinator;

c.  Atleast 25 or more persons who sign the request provided that each represents a different small
business; or

d.  An organization representing at least 25 small businesses. The request shall list the name,
address and telephone number of not less than 25 small businesses it represents.

4.6(6) Upon receipt of a timely request for a regulatory analysis the insurance division shall adhere
to the time lines described in 1998 Towa Acts, chapter 1202, section 10(4).

4.6(7) A request for a regulatory analysis is made when it is received by the division, at the address
disclosed in rule 191—2.1(502,505). The request shall be in writing and satisfy the requirements of 1998
Iowa Acts, chapter 1202, section 10(1).

4.6(8) The contents of the concise summary shall conform to the requirements of 1998 lowa Acts,
chapter 1202, section 10(4,5).

4.6(9) Upon request, the insurance division shall make available to the extent feasible, copies of the
published summary in conformance with 1998 lowa Acts, chapter 1202, section 10(5).

4.6(10) When a regulatory analysis is issued in response to a written request from the administrative
rules review committee or the administrative rules coordinator, the regulatory analysis shall conform to
the requirements of 1998 Iowa Acts, chapter 1202, section 10(2a), unless a written request expressly
waives one or more of the items listed in that section.

4.6(11) When a regulatory analysis is issued in response to a written request from the administrative
rules review committee, the administrative rules coordinator, at least 25 persons signing that request who
each qualify as a small business or by an organization representing at least 25 small businesses, and, if
the insurance division determines that the rule would have a substantial impact on small businesses, the
regulatory analysis shall conform to the requirements of 1998 lowa Acts, chapter 1202, section 10(2b).

191—4.7(17A,25B) Fiscal impact statement.

4.7(1) A proposed rule that mandates additional combined expenditures exceeding $100,000 by
all affected political subdivisions or agencies and entities which contract with political subdivisions to
provide services must be accompanied by a fiscal impact statement outlining the costs associated with
the rule. A fiscal impact statement must satisfy the requirements of lowa Code section 25B.6.

4.7(2) If the insurance division determines at the time it adopts a rule that the fiscal impact statement
upon which the rule is based contains errors, the division shall, at the same time, issue a corrected fiscal
impact statement and publish the corrected fiscal impact statement in the lowa Administrative Bulletin.

191—4.8(17A) Time and manner of rule adoption.

4.8(1) The insurance division shall not adopt a rule until the period for making written submissions
and oral presentations has expired. Within 180 days after the later of the publication of the Notice of
Intended Action, or the end of oral proceedings thereon, the insurance division shall adopt a rule pursuant
to the rule-making proceeding or terminate the proceeding by publication in the lowa Administrative
Bulletin.

4.8(2) Before the adoption of a rule, the insurance division shall fully consider all of the written and
oral submissions received in that rule-making proceeding and any regulatory analysis or fiscal impact
statement issued in that rule-making proceeding.
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4.8(3) Except as otherwise provided by law, the insurance division may use its own experience,
technical competence, specialized knowledge and judgment in the adoption of a rule.

191—4.9(17A) Variance between adopted rule and rule proposed in Notice of Intended Action. The
insurance division shall not adopt a rule that differs from the rule proposed in the Notice of Intended
Action upon which the rule is based unless:

1. The differences are within the scope of the subject matter announced in the Notice of Intended
Action and are in character with the issues raised in that notice; and

2. The differences are a logical outgrowth of the contents of that Notice of Intended Action and
the comments submitted in response thereto.

191—4.10(17A) Exemptions from public rule-making procedures.

4.10(1) To the extent the insurance division for good cause finds that public notice and participation
are unnecessary, impracticable or contrary to the public interest in the process of adopting a particular
rule, the division may adopt that rule without publishing advance Notice of Intended Action in the Iowa
Administrative Bulletin and without providing for written or oral public submissions prior to its adoption.
The division shall incorporate the required finding and a brief statement of its supporting reasons in each
rule adopted in reliance upon this subrule.

4.10(2) The insurance division may, at any time, commence a standard rule-making proceeding for
the adoption of a rule that is identical or similar to a rule it adopts in reliance upon subrule 4.10(1).

191—4.11(17A) Concise statement of reasons.

4.11(1) When requested by a person, either prior to the adoption of a rule or within 30 days after its
publication in the lowa Administrative Bulletin as an adopted rule, the insurance division shall issue a
concise statement of reasons for the rule. Requests for such a statement shall be in writing and shall be
delivered to the division at the address disclosed in rule 191—1.2(502,505). The request should indicate
whether the statement is sought for all or only a specified part of the rule. Requests will be considered
made on the date received.

4.11(2) The concise statement of reasons shall contain:

a. The reasons for adopting the rule;

b.  An indication of any change between the text of the proposed rule contained in the published
Notice of Intended Action and the text of the rule as finally adopted, with the reasons for any such change;
and

c¢.  The principal reasons urged in the rule-making proceeding for and against the rule, and the
insurance division’s reasons for overruling the arguments made against the rule.

4.11(3) After a proper request, the insurance division shall issue a concise statement of reasons by
the later of the time the rule is adopted or 35 days after receipt of the request.

191—4.12(17A) Contents, style, and form of rule.

4.12(1) Each rule adopted by the insurance division shall contain the text of the rule and:

a. The date the division adopted the rule;

b. A brief explanation of the principal reasons for the rule-making action;

c. A reference to all rules repealed, amended, or suspended by the rule;

d. A reference to the specific statutory or other authority authorizing adoption of the rule;

e.  Any findings required by any provision of law as a prerequisite to adoption or effectiveness of
the rule;

f- A brief explanation of the principal reasons for failure to provide for waivers to the rule if no
waiver provision is included and a brief explanation of any waiver or special exceptions provided in the
rule if such reasons are required by 1998 lowa Acts, chapter 1202, section 8, or the insurance division
exercises discretion to include such reasons; and

g The effective date of the rule.
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4.12(2) The insurance division may incorporate by reference in a proposed or adopted rule, and
without causing publication of the incorporated matter in full, all or any part of a code, standard, rule, or
other matter if the division finds that the incorporation of its text in the proposed or adopted rule would
be unduly cumbersome, expensive, or otherwise burdensome. The reference in the proposed or adopted
rule shall fully and precisely identify the incorporated matter by location, title, citation, date, and edition,
if any, and shall briefly indicate the precise subject and the general contents of the incorporated matter.
The division may incorporate such matter by reference in a proposed or adopted rule only if the division
makes copies of'it readily available to the public. The proposed or adopted rule shall state how and where
copies of the incorporated matter may be obtained at a reasonable cost from the division. The division
shall retain permanently a copy of any materials incorporated by reference in a rule.

If the division adopts standards by reference to another publication, it shall provide a copy of the
publication containing the standards to the administrative rules coordinator for deposit in the state law
library and may make the standards available electronically.

4.12(3) When the administrative code editor omits the full text of a proposed or adopted rule, the
insurance division shall prepare and submit to the administrative code editor a summary statement
describing the omitted material. This summary statement shall include the title and a brief description
sufficient to inform the public of the specific nature and subject matter of the proposed or adopted rules,
and of significant issues involved in these rules. The summary statement shall also describe how a
copy of the full text of the proposed or adopted rule, including any unpublished matter and any matter
incorporated by reference, may be obtained from the division. The division shall provide a copy of that
full text for a reasonable charge upon request, shall make copies of the full text available for review at
the state law library, and may make the standards available electronically.

4.12(4) In preparing its rules, the division shall follow the uniform numbering system, form, and
style prescribed by the administrative rules coordinator.

191—4.13(17A) Agency rule-making record.

4.13(1) The insurance division shall maintain an official rule-making record for each rule proposed
or adopted. The rule-making record and materials incorporated by reference must be available for public
inspection.

4.13(2) The rule-making record shall contain:

a. Copies of all relevant publications in the lowa Administrative Bulletin and any file-stamped
copies of insurance division submissions to the administrative rules coordinator;

b.  Copies of any relevant portions of the insurance division’s public rule-making docket;

c.  All written petitions, requests, and submissions received by the insurance division, and all other
written materials of a factual nature as distinguished from opinion that are relevant to the merits of the
rule and that were created or compiled by the division and considered by the division, in connection with
the formulation, proposal, or adoption of the rule or the proceeding upon which the rule is based, except
to the extent the division is authorized by law to keep them confidential; provided, however, that when
any such materials are deleted because they are authorized by law to be kept confidential, the division
shall identify in the record the particular materials deleted and state the reasons for deletion;

d.  Any official transcript of oral presentations made in the proceeding upon which the rule is based
or, if not transcribed, the stenographic record or electronic recording of those presentations, and any
memorandum prepared by a presiding officer summarizing the contents of those presentations;

e. A copy of any regulatory analysis or fiscal impact statement prepared for the proceeding upon
which the rule is based;

/- A copy of the rule and any concise statement of reasons prepared for that rule;

g All petitions for, amendments of, or repeal or suspension of, the rule;

h. A copy of any objection to the issuance of that rule without public notice and participation that
was filed pursuant to Towa Code section 17A.4(2) by the administrative rules review committee, the
governor, or the attorney general;
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i. A copy of any objection to the rule filed by the administrative rules review committee, the
governor, or the attorney general pursuant to lowa Code section 17A.4(4), and any insurance division
response to that objection;

j. A copy of any significant written criticism of the rule, including a summary of any petition for
waiver of the rule; and

k. A copy of any executive order concerning the rule.

4.13(3) Except as otherwise required by a provision of law, the rule-making record required by this
rule need not constitute the exclusive basis for agency action on that rule.

4.13(4) The insurance division shall maintain the rule-making record for a period of not less than
five years from the later of: (a) the date the rule to which it pertains became effective, (b) the date of the
Notice of Intended Action, or (c) the date of any written criticism as described in paragraph 4.13(2) “g, ”
“h,” “i,” or “J.”

191—4.14(17A) Filing of rules. The insurance division shall file each rule it adopts with the
administrative rules coordinator. The filing must be executed as soon after adopting the rule as is
practicable. At the time of filing, each rule must have attached to it any fiscal impact statement and
any concise statement of reasons that was issued for that rule. If a fiscal impact statement or statement
of reasons for that rule was not issued until after the filing of that rule, the note or statement must be
attached to the filed rule within five working days after the note or statement is issued. In filing a rule,
the division shall use the standard form prescribed by the administrative rules coordinator.

191—4.15(17A) Effectiveness of rules prior to publication.

4.15(1) The insurance division may make a rule effective after its filing at any stated time prior to
35 days after its indexing and publication in the lowa Administrative Bulletin if the division finds that
a statute so provides, the rule confers a benefit or removes a restriction on some segment of the public,
or that the effective date of the rule is necessary to avoid imminent peril to the public health, safety,
or welfare. The division shall incorporate the required finding and a brief statement of its supporting
reasons in each rule adopted in reliance upon this subrule.

4.15(2) When the insurance division makes a rule effective prior to its indexing and publication
in reliance upon the provisions of lowa Code section 17A.5(2) “b’(3), the division shall employ all
reasonable efforts to make its contents known to the persons who may be affected by that rule prior to
the rule’s indexing and publication. The term “all reasonable efforts” requires the division to employ
the most effective and prompt means of notice rationally calculated to inform potentially affected parties
of the effectiveness of the rule that is justified and practical under the circumstances considering the
various alternatives available for this purpose, the comparative costs to the division of utilizing each of
those alternatives, and the harm suffered by affected persons from any lack of notice. The means that
may be used for providing notice of such rules prior to their indexing and publication include, but are
not limited to, any of the following means: radio, newspaper, television, signs, mail, telephone, personal
notice or electronic means.

A rule made effective prior to its indexing and publication in reliance upon the provisions of lowa
Code section 17A.5(2) “b”’(3) shall include in that rule a statement describing the reasonable efforts that
will be used to comply with the requirements of this subrule.

191—4.16(17A) General statements of policy.

4.16(1) The insurance division shall maintain an official, current, and dated compilation that is
indexed by subject, containing all of its general statements of policy within the scope of lowa Code
section 17A.2(10)“a,” “c,” “f,” “g,” “h,” and “k.” Each addition to, change in, or deletion from the
official compilation must also be dated, indexed, and a record thereof kept. Except for those portions
containing rules governed by lowa Code section 17A.2(10)“f,” or otherwise authorized by law to be
kept confidential, the compilation must be made available for public inspection and copying.

4.16(2) A general statement of policy subject to the requirements of this subsection shall not be relied
on by the insurance division to the detriment of any person who does not have actual, timely knowledge
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of the contents of the statement until the requirements of subrule 4.16(1) are satisfied. This provision is
inapplicable to the extent necessary to avoid imminent peril to the public health, safety or welfare.

191—4.17(17A) Review of rules by division.

4.17(1) Any interested person, association, agency, or political subdivision may submit a written
request to the administrative rules coordinator requesting the insurance division to conduct a formal
review of an existing rule. Upon approval of that request by the administrative rules coordinator, the
division shall conduct a formal review of a specified rule to determine whether a new rule should be
adopted or whether the rule should be amended or repealed. The division may refuse to conduct a review
if it has conducted such a review of the specified rule within five years prior to the filing of the written
request.

4.17(2) In conducting the formal review, the insurance division shall prepare within a reasonable
time a written report summarizing its findings, its supporting reasons, and any proposed course of action.
The report shall comply with Iowa Code section 17A.7(2). A copy of the division’s report shall be sent
to the administrative rules review committee and the administrative rules coordinator. The report shall
also be available for public inspection at the division at the address disclosed in rule 191—1.2(502,505).

191—4.18(17A) Petition for rule making.

4.18(1) Any person or agency may file a petition for rule making with the insurance division at the
address disclosed in rule 191—1.2(502,505). A petition is deemed filed when it is received. The division
must provide petitioner with a file-stamped copy of the petition if petitioner provides the division an
extra copy for this purpose. The petition must be typewritten or legibly handwritten in ink and must
substantially conform to the following form:

BEFORE THE INSURANCE DIVISION OF THE STATE OF IOWA

Petition by (Name of Petitioner) } PETITION FOR

for the (adoption, amendment, or repeal)
of rules relating to (state subject matter). RULE MAKING

4.18(2) The petition shall provide the following information:

a. A statement of the specific rule-making action sought by petitioner including the text or a
summary of the contents of the proposed rule or amendment to a rule and, if it is a petition to amend
or repeal a rule, a citation to the particular portion or portions of the rule proposed to be amended or
repealed.

b. A citation to any law deemed relevant to the insurance division’s authority to take the action
urged or to the desirability of that action.

c. A brief summary of petitioner’s arguments in support of the action urged in the petition.

d. A brief summary of any data supporting the action urged in the petition.

e. The names and addresses of other persons, or a description of any class of persons known by
petitioner to be affected by, or interested in, the proposed action which is the subject of the petition.

£ Any request by petitioner for a meeting provided for by subrule 4.18(7).

4.18(3) The petition must be dated and signed by petitioner or petitioner’s representative. It
must also include the name, mailing address, and telephone number of petitioner and petitioner’s
representative, and a statement indicating the person to whom communications concerning the petition
should be directed.

4.18(4) The insurance division may deny a petition because it does not substantially conform to the
required form.

4.18(5) Petitioner may submit a brief in support of the action urged in the petition. The insurance
division may request a brief from petitioner or from any other person concerning the substance of the
petition.

4.18(6) Inquiries concerning the status of a rule-making petition may be made to the insurance
division at the address disclosed in rule 191—1.2(502,505).
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4.18(7) Within 14 days after the filing of a petition, the insurance division must submit a copy of
the petition and any accompanying brief to the administrative rules coordinator and to the administrative
rules review committee. Upon request by petitioner in the petition, the division must schedule a brief and
informal meeting between the petitioner and the division or a member of the division staff, to discuss the
petition. The division may request petitioner to submit additional information or argument concerning
the petition.

4.18(8) Within 60 days after filing the petition, or within any longer period agreed to by petitioner,
the insurance division must, in writing, deny the petition, and notify petitioner of its action and the
specific grounds for the denial, or grant the petition and notify petitioner that it has instituted rule-making
proceedings on the subject of the petition. Petitioner shall be deemed notified of the denial or grant of
the petition on the date when the agency mails or delivers the required notification to petitioner.

4.18(9) Denial of a petition because it does not substantially conform to the required form does not
preclude the filing of a new petition on the same subject that seeks to eliminate the grounds for the
insurance division’s rejection of the petition.

These rules are intended to implement lowa Code chapter 17A as amended by 1998 lowa Acts,
chapter 1202.

191—4.19 and 4.20 Reserved.

DIVISION II
WAIVER AND VARIANCE RULES

191—4.21(17A) Definition. For purposes of Division II of Chapter 4, a “waiver or variance” means
action by the insurance division which suspends in whole or in part the requirements or provisions of
a rule as applied to an identified person on the basis of the particular circumstances of that person. For
simplicity, the term “waiver” shall include both a “waiver” and a “variance.”

191—4.22(17A) Scope. Division II of Chapter 4 outlines generally applicable standards and a uniform
process for the granting of individual waivers from rules adopted by the insurance division in situations
when no other more specifically applicable law provides for waivers. To the extent another more specific
provision of law governs the issuance of a waiver from a particular rule, the more specific provision shall
supersede the rules in this division with respect to any waiver from that rule.

Division II of Chapter 4 shall not preclude the division from granting waivers or variances in other
contexts or on the basis of other standards if a statute or agency rule authorizes the division to do so and
the division deems it appropriate to do so.

191—4.23(17A) Applicability of Division II of Chapter 4. The insurance division may grant a waiver
from a rule only if the division has jurisdiction over the rule and the requested waiver is consistent with
applicable statutes, constitutional provisions, or other provisions of law. The insurance division may not
waive the following categories of rules:

1. Rules setting requirements that are created or duties that are imposed by statute.

2. Rules that provide definitions or interpretations, set fees, clarify enforcement authority, deal
with fraud or are the subject of prosecutorial discretion.

3. Rules that merely define the meaning of a statute or other provision of law or precedent if the
commissioner does not possess delegated authority to bind the courts to any extent with its definition.

191—4.24(17A) Criteria for waiver or variance. In response to a petition completed pursuant to rule
4.26(17A), the insurance division may in its sole discretion issue an order waiving in whole or in part the
requirements of a rule if the division finds, based on clear and convincing evidence, all of the following:
1. Application of the rule would impose an undue hardship on the person for whom the waiver is
requested;
2. Waiver from the requirements of the rule in the specific case would not prejudice the substantial
legal rights of any person;
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3. Provisions of the rule subject to the petition for a waiver are not specifically mandated by statute
or another provision of law;

4. Substantially equal protection of public health, safety, and welfare will be afforded by a means
other than that prescribed in the particular rule for which the waiver is requested; and

5. If the rule implements Iowa Code chapter 502, or is being applied in conjunction with
implementation of lowa Code chapter 502, a waiver may be granted only if the waiver is necessary
or appropriate in the public interest or for the protection of investors and consistent with the purposes
fairly intended by the policy and provisions of lowa Code chapter 502.

191—4.25(17A) Filing of petition. A petition for a waiver must be submitted in writing to the insurance
division as follows:

4.25(1) Applications. If the petition relates to an application or license, the petition shall be made in
accordance with the filing requirements for the application or license in question.

4.25(2) Contested cases. If the petition relates to a pending contested case, the petition shall be filed
in the contested case proceeding, using the caption of the contested case. The waiver petition shall be
decided within the context of the contested case unless the presiding officer, other than the insurance
commissioner, determines that the petition should be referred directly to the commissioner.

4.25(3) Other. Ifthe petition does not relate to an application or a pending contested case, the petition
may be submitted to the insurance commissioner.

191—4.26(17A) Content of petition. A petition for waiver shall be typewritten or legibly handwritten
in ink and include the following information where applicable and known to the petitioner:
1. A caption which substantially conforms to the following example:

BEFORE THE INSURANCE COMMISSIONER OF THE STATE OF IOWA

REQUEST FOR WAIVER OF RULE
(specity number of rule for which
waiver is requested)

In the matter of: (name of person
requesting waiver or variance)

2. The name, address and telephone number of the entity or person for whom a waiver is being
requested, and the case number of any related contested case.

3. A description and citation of the specific rule from which a waiver is requested.

4. The specific waiver requested, including the precise scope and duration.

5. The relevant facts that the petitioner believes would justify a waiver under each of the criteria
described in rule 4.24(17A). This statement shall include a signed statement from the petitioner attesting
to the accuracy of the facts provided in the petition and a statement of reasons that the petitioner believes
will justify a waiver.

6. A history of any prior contacts between the insurance division and the petitioner relating to the
regulated activity, application or license affected by the proposed waiver, including a description of each
affected license held by the petitioner, any notices of violation, contested case hearings, or investigative
reports relating to the regulated activity or license within the prior five years and any waivers or waiver
applications filed by the petitioner with the insurance division within the prior five years.

7. Any information known to the petitioner regarding the insurance division’s treatment of similar
cases.

8.  The name, address and telephone number of any public agency or political subdivision which
also regulates the activity in question, or which might be affected by the granting of a waiver.

9. The name, address and telephone number of any entity or person who would be adversely
affected by the granting of a waiver.

10. The name, address and telephone number of any person with knowledge of the relevant facts
relating to the proposed waiver.

11. Signed releases of information authorizing persons with knowledge regarding the request to
furnish the insurance division with information relevant to the waiver.
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191—4.27(17A) Additional information. Prior to issuing an order granting or denying a waiver, the
insurance division may request additional information from the petitioner relative to the petition and
surrounding circumstances. If the petition was not filed in a contested case, the division may, on its own
motion or at the petitioner’s request, schedule a telephonic or in-person meeting between the petitioner
and the division.

191—4.28(17A) Notice. The insurance division shall acknowledge a petition upon receipt. The division
shall ensure that, within 30 days of the receipt of the petition, notice of the pendency of the petition and
a concise summary of its contents have been provided to all persons to whom notice is required by any
provision of law. In addition, the insurance division may give notice to other persons. To accomplish this
notice provision, the insurance division may require the petitioner to serve the notice on all persons to
whom notice is required by any provision of law, and provide a written statement to the division attesting
that notice has been provided.

191—4.29(17A) Hearing procedures. The provisions of Iowa Code sections 17A.10 to 17A.18A
regarding contested case hearings shall apply to any petition for a waiver filed within a contested case,
and shall otherwise apply to agency proceedings for a waiver only when the insurance division so
provides by rule or order or is required to do so by statute.

191—4.30(17A) Ruling. An order granting or denying a waiver shall be in writing and shall contain a
reference to the particular person and rule or portion thereof to which the order pertains, a statement of
the relevant facts and reasons upon which the action is based, and a description of the precise scope and
duration of the waiver if one is issued.

4.30(1) Insurance division discretion. The final decision on whether the circumstances justify the
granting of a waiver shall be made at the sole discretion of the insurance division, upon consideration
of all relevant factors. Each petition for a waiver shall be evaluated by the division based on the unique,
individual circumstances set out in the petition.

4.30(2) Burden of persuasion. The burden of persuasion rests with the petitioner to demonstrate by
clear and convincing evidence that the insurance division should exercise its discretion to grant a waiver
from a division rule.

4.30(3) Narrowly tailored exception. A waiver, if granted, shall provide the narrowest exception
possible to the provisions of a rule.

4.30(4) Administrative deadlines. When the rule from which a waiver is sought establishes
administrative deadlines, the insurance division shall balance the special individual circumstances of
the petitioner with the overall goal of uniform treatment of all similarly situated persons.

4.30(5) Conditions. The insurance division may place any condition on a waiver that the division
finds desirable to protect the public health, safety, and welfare.

4.30(6) Time period of waiver. A waiver shall not be permanent unless the petitioner can show that
a temporary waiver would be impracticable. If a temporary waiver is granted, there is no automatic right
to renewal. At the sole discretion of the insurance division, a waiver may be renewed if the division
finds that grounds for a waiver continue to exist.

4.30(7) Time for ruling. The insurance division shall grant or deny a petition for a waiver as soon as
practicable but, in any event, shall do so within 120 days of its receipt, unless the petitioner agrees to a
later date. However, if a petition is filed in a contested case, the insurance division shall grant or deny
the petition no later than the time at which the final decision in that contested case is issued.

4.30(8) When deemed denied. Failure of the insurance division to grant or deny a petition within the
required time period shall be deemed a denial of that petition by the division. However, the insurance
division shall remain responsible for issuing an order denying a waiver.

4.30(9) Service of order. Within seven days of its issuance, any order issued under this chapter shall
be transmitted to the petitioner or the person to whom the order pertains and to any other person entitled
to such notice by any provision of law.
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191—4.31(17A) Public availability. All orders granting or denying a waiver petition shall be indexed,
filed, and available for public inspection as provided in lowa Code section 17A.3. Petitions for a waiver
and orders granting or denying a waiver petition are public records under Iowa Code chapter 22. Some
petitions or orders may contain information the insurance division is authorized or required to keep
confidential. The division may accordingly redact confidential information from petitions or orders prior
to public inspection.

191—4.32(17A) Summary reports. Semiannually, the insurance division shall prepare a summary
report identifying the rules for which a waiver has been granted or denied, the number of times a waiver
was granted or denied for each rule, a citation to the statutory provisions implemented by these rules,
and a general summary of the reasons justifying the division’s actions on waiver requests. If practicable,
the report shall detail the extent to which the granting of a waiver has affected the general applicability
of the rule itself. Copies of this report shall be available for public inspection and shall be provided
semiannually to the administrative rules coordinator and the administrative rules review committee.

191—4.33(17A) Cancellation of a waiver. A waiver issued by the insurance division pursuant to this
chapter may be withdrawn, canceled, modified or revoked if, after appropriate notice and hearing, the
division issues an order finding any of the following:

1. The petitioner or the person who was the subject of the waiver order withheld or misrepresented
material facts relevant to the propriety or desirability of the waiver; or

2. The alternative means for ensuring that the public health, safety and welfare will be adequately
protected after issuance of the waiver order have been demonstrated to be insufficient; or

3. The subject of the waiver order has failed to comply with all conditions contained in the order;
or

4. The waiver is contrary to the public health, safety and welfare in light of newly discovered
evidence or changed circumstances.

191—4.34(17A) Violations. Violation of a condition in a waiver order shall be treated as a violation of
the particular rule for which the waiver was granted. As a result, the recipient of a waiver under this
chapter who violates a condition of the waiver may be subject to the same remedies or penalties as a
person who violates the rule at issue.

191—4.35(17A) Defense. After the insurance division issues an order granting a waiver, the order is a
defense within its terms and the specific facts indicated therein for the person to whom the order pertains
in any proceeding in which the rule in question is sought to be invoked.

191—4.36(17A) Judicial review. Judicial review of a decision by the insurance division to grant or deny
a waiver petition may be sought in accordance with lowa Code chapter 17A.
These rules are intended to implement lowa Code section 17A.9A and Executive Order Number 11.
[Filed July 1, 1975]
[Filed 3/2/79, Notice 1/10/79—published 3/21/79, effective 4/26/79]
[Editorially transferred from [501] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 1/23/87, Notice 11/5/86—published 2/11/87, effective 3/18/87]
[Filed 4/30/99, Notice 3/24/99—published 5/19/99, effective 6/23/99]
[Filed 5/24/01, Notice 4/4/01—published 6/13/01, effective 7/18/01]
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REGULATION OF INSURERS

CHAPTER 5

REGULATION OF INSURERS—GENERAL PROVISIONS
[Prior to 10/22/86, Insurance Department [510]]

191—5.1(507) Examination reports. Upon the completion of an examination a copy of the report
will be furnished the company, association or society examined, whereupon the company, association
or society will have 20 days in which to determine whether or not it will demand a hearing before the
commissioner of insurance. If a hearing is desired, then and in that event the company, association
or society shall, within said 20 days, file with the commissioner of insurance a written application,
attaching thereto the specific grounds upon which a hearing is desired. Within a reasonable time
after the receipt of said application, the commissioner will fix a date for the hearing and notify the
company, association or society thereof. Upon the completion of the hearing, or as soon as convenient
thereafter, the commissioner shall render the commissioner’s decision, either orally or in writing at the
commissioner’s discretion and file said report as part of the records in the division.
This rule is intended to implement lowa Code sections 505.8 and 507.2.

191—5.2(505,507) Examination for admission. Any foreign or alien insurance company seeking to be
admitted to do business in the state of lowa shall, at the discretion of the division of insurance, be subject
to either or both of the following:

1.  An on-site examination by the division;

2. A desk examination, if the applicant provides a financial examination report prepared by the
insurance regulatory body of the applicant’s state or country of domicile. The examination report must
be certified by the issuing regulatory body and must have an effective date of not more than two years
prior to the date of application for admission.

This rule is intended to implement lowa Code section 507.2.

191—5.3(507,508,515) Submission of quarterly financial information. All insurers, corporations,
associations, and other entities required to submit annual financial statements to the commissioner shall
also submit a short form quarterly financial statement within 45 days of the close of each calendar
quarter on a form as specified by the commissioner. Upon request of the commissioner an exhibit
showing a count of policies in force by line of business as of the close of the quarter shall be submitted
with the quarterly report. The quarterly financial statements shall also be filed with the National
Association of Insurance Commissioners.
This rule is intended to implement lowa Code section 507.2 and Iowa Code chapters 508 and 515.

191—5.4(505,508,515,520) Surplus notes. Surplus notes are recognized by the commissioner for both
stock and mutual insurers. All payments of principal and interest on these notes require the prior approval
of the commissioner.

191—5.5(505,515,520) Maximum allowable premium volume. A domestic property/casualty insurer
shall not cause the ratio of its net written premiums to its surplus as regards policyholders to exceed three
to one without the approval of the commissioner of insurance.

191—5.6(505,515,520) Treatment of various items on the financial statement. An admitted insurer
shall at all times show the value of the following items on its financial statements in the following manner
unless a different treatment is authorized by the state where the insurer is domiciled:

5.6(1) Real estate. At amortized cost.

5.6(2) Stocks. At market value as determined by the Securities Valuation Office of the National
Association of Insurance Commissioners.

5.6(3) Bonds. At amortized cost, unless directed otherwise by the commissioner of insurance.

5.6(4) Artwork. Nonadmitted.
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5.6(5) Other assets not listed. As treated by the applicable accounting practices and procedures
manual of the National Association of Insurance Commissioners.

5.6(6) Liabilities. Liabilities, including active life reserves, unearned premium reserves, and
liabilities for claims and losses unpaid and for incurred but not reported claims. As determined by
the applicable accounting practices and procedures manual of the National Association of Insurance
Commissioners.

These rules are intended to implement lowa Code sections 505.8, 515.20, 515.49, 515.63, and
520.21.

191—5.7(505) Ordering withdrawal of domestic insurers from states. Upon a finding, after notice
and opportunity for hearing, of substantial likelihood of future financial impairment of a domestic insurer
due to persistent operating losses in any line of business in any state where the insurer does business,
the commissioner may order a domestic insurer to withdraw and cease doing business in that line of
business in that state or in the alternative, order the insurer to withdraw and cease doing business in
all lines, pending further order. For the purposes of this rule, impaired or threatened financial solvency
is deemed to exist where an insurer experiences a reduction of 5 percent or greater in surplus in any
12-month period from all cases, including the regulatory environment in a state.

191—5.8(505) Monitoring. Upon request of the commissioner, a domestic insurer shall provide
all relevant information as to its business in any state identified by the commissioner and found by
the commissioner to have a consistently oppressive and confiscatory regulatory environment: The
commissioner’s request shall identify the state and shall include a basis for the commissioner’s findings
that the state has a consistently oppressive and confiscatory regulatory environment.

191—5.9(505) Rate and form filings. Insurers doing business in Iowa shall file rates and forms in
accordance with applicable law and with 191—Chapters 20, 30, 31, 34, 35, 36, 37, and 39, as applicable.

191—5.10(511) Life companies—permissible investments.

5.10(1) The phrase “preferred dividend requirements as of the date of acquisition” in lowa Code
section 511.8(6) is construed to include the dividend requirements of a new issue. Consequently, a new
preferred issue will qualify if the net earnings of the corporation for each of the five preceding years have
been not less than one and one-half times the sum of the annual fixed charges, contingent interest and
the annual preferred dividend requirements including the new issue.

5.10(2) The phrase “the obligations are adequately secured and have investment qualities and
characteristics wherein the speculative elements are not predominant” in Iowa Code section 511.8(5)
means “investment grade” as defined in 191—subrule 22.1(4). As a result, except as permitted by the
commissioner in exceptional circumstances, corporate obligations must be “investment grade” in order
to meet legal reserve requirements unless the other requirements of lowa Code section 511.8(5)“a”
regarding the financial condition of the issuer of the obligation are met. The legal reserve investment
limitations of Iowa Code section 511.8 regarding less than investment grade obligations, but not the
deposit requirements of that section, are applicable to foreign insurers.

This rule is intended to implement lowa Code section 511.8(5).

191—5.11(511) Investment of funds.

Ruling No. R21. By Division.

The Forty-first General Assembly of l[owa amended [508 & 511](511.8) of the Code of 1924, relating
to the investment of funds by life insurance companies organized in this state, by adding to paragraph
one of said section the following:

“Or federal farm loan bonds issued under the Act of Congress, approved July 17, 1916.”

Doubt has arisen in the minds of company officials as to whether or not the amendment in question
authorizes life insurance companies organized in lowa to invest their funds in bonds issued by joint stock
land banks.
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In a written opinion of the attorney general of lowa, bearing date May 25, 1925, it is held that,
inasmuch as joint stock land banks were created under the Act of Congress approved July 17, 1916,
bonds issued by such banks are included in the amendment aforesaid.

Therefore, it is the ruling of this division that such bonds are a legal investment for life insurance
companies organized in this state. However, said amendment is not effective until July 4, 1925, and until
said date no such investments should be made.

191—5.12(515) Collateral loans. The collateral pledged to secure a loan must qualify as a legal
investment for insurance companies before the loan it secures may so qualify [section 515.35(7)].
The statute provides that a company may not invest in excess of 30 percent of its capital and funds in
stocks and not more than 10 percent of its capital and surplus in the stock or bonds, or both, of any one
corporation.

Normally, a loan is little better than the collateral securing it. Therefore, in order to conform to the
intent and purpose of the legislature it would appear that the same limitations should likewise be applied
to the stock securing a collateral loan. The statute also provides that the value of the collateral must
exceed the amount of the loan by 10 percent.

191—5.13(508,515) Loans to officers, directors, employees, etc. No insurance company or association
of any kind, domiciled in the state of lowa, shall loan any portion of its funds to an officer, director,
stockholder, employee or any relative or immediate member of the family of an officer or director.

The provisions of lowa Code sections 508.8 and 511.12 shall likewise be applicable to fire and
casualty companies.

191—5.14(515) Salvage as an asset. Rescinded [AB 11/25/92, effective 11/6/92.

191—5.15(508,512B,514,514B,515,520) Accounting practices and procedures manual and annual
statement instructions.

5.15(1) Purpose. The purpose of this rule is to adopt the National Association of Insurance
Commissioners’ accounting practices and procedures manual which has been revised to provide a
comprehensive guide to statutory accounting principles, commonly referred to as the “codification
project.” Additionally, the rule adopts by reference the annual statement instructions promulgated by
the National Association of Insurance Commissioners.

5.15(2) Financial statements. Effective January 1, 2001, all information reflected in the financial
statements of insurance companies authorized to do business in Iowa shall conform with the accounting
practices and procedures manual of the National Association of Insurance Commissioners.

All annual financial statements filed with the commissioner shall conform to the annual statement
instructions and manuals promulgated by the National Association of Insurance Commissioners.

This rule is intended to implement lowa Code sections 508.11(43), 512B.24,514.9, 514B.12, 515.63
and 520.10.

191—5.16 to 5.19 Reserved.

191—5.20(508) Computation of reserves. lowa life insurance companies may report the nonadmitted
excess item to this division on the basis of the true reserve instead of the mean reserve as has been
the practice in the past. Under the true reserve system there will be no excess excepting in the case of
indebtedness in excess of policy liabilities. The true reserve system eliminates all excess on account of
due and deferred premiums, but there may be an excess equal to or in excess of the loading depending
upon what premium the note represents, and how long it has been running when a premium note is taken
for the gross premiums or when there is an overloan.

This concession is made to [owa companies with the conviction that it removes many of the defects
and disadvantages of the present practice of requiring the excess of the mean reserve.

As a corollary to the proposed system of determining this excess item, the business of the company
must be reported upon a strictly paid for basis.
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This division will not require that policies be lapsed if premium is not paid within a limited time
after the due date, but no credit for an uncollected premium may be taken if more than 60 days past due,
unless a premium note of the proper form has been taken therefor.

UNEARNED PREMIUM RESERVES ON MORTGAGE GUARANTY INSURANCE POLICIES

191—5.21(515C) Unearned premium reserve factors. In the case of premiums paid in advance on
ten-year policies, mortgage guaranty insurers shall apply the following annual factors or comparable
monthly factors in determining the unearned premium reserve:

Years policy Unearned Years policy Unearned
is in force premium factor is in force premium factor
1 81.8 6 18.2
2 65.5 7 10.9
3 50.9 8 5.5
4 38.2 9 1.8
5 273 10 -0-

191—5.22(515C) Contingency reserve. From the premium remaining after applying the appropriate
factor from the table in 191—5.21(515C) above, there shall be maintained a contingency reserve as
prescribed in Iowa Code section 515C.4.

These rules are intended to implement lowa Code sections 515C.3 and 515C.4.

191—5.23(507C) Standards. The following standards, either singly or a combination of two or more,
may be considered by the commissioner to determine whether the continued operation of any insurer
transacting an insurance business in this state might be deemed to be hazardous to the policyholders,
creditors or the general public. The commissioner may consider:

5.23(1) Adverse findings reported in financial condition and market conduct examination reports.

5.23(2) The National Association of Insurance Commissioners Insurance Regulatory Information
System and its related reports.

5.23(3) The ratios of commission expense, general insurance expense, policy benefits and reserve
increases to annual premium and net investment income which could lead to an impairment of capital
and surplus.

5.23(4) The insurer’s asset portfolio when viewed in light of current economic conditions is not of
sufficient value, liquidity, or diversity to ensure the company’s ability to meet its outstanding obligations
as they mature.

5.23(5) The ability of an assuming reinsurer to perform and whether the insurer’s reinsurance
program provides sufficient protection for the company’s remaining surplus after taking into account
the insurer’s cash flow and the classes of business written as well as the financial condition of the
assuming reinsurer.

5.23(6) The insurer’s operating loss in the last 12-month period or any shorter period of time
including, but not limited to: net capital gain or loss, change in nonadmitted assets, and cash dividends
paid to shareholders reduces such insurer’s remaining surplus as regards policyholders below the
minimum required.

5.23(7) Whether any affiliate, subsidiary or reinsurer of the insurer is insolvent as defined in lowa
Code section 507C.2(11), is threatened with insolvency, or is delinquent in payment of its monetary or
other obligation.

5.23(8) Contingent liabilities, pledges or guarantees which either individually or collectively involve
a total amount which, in the opinion of the commissioner, may affect the solvency of the insurer.

5.23(9) Whether any “controlling person” of an insurer is delinquent in the transmitting to, or
payment of, net premiums to such insurer.

5.23(10) The age and collectibility of receivables.
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5.23(11) Whether the management of an insurer, including officers, directors, or any other person
who directly or indirectly controls the operation of such insurer, fails to possess and demonstrate the
competence, fitness and reputation deemed necessary to serve the insurer in such position.

5.23(12) Whether management of an insurer has failed to respond to inquiries relative to the
condition of the insurer or has furnished false and misleading information concerning an inquiry.

5.23(13) Whether management of an insurer either has filed any false or misleading sworn financial
statement, or has released false or misleading financial statement to lending institutions or to the general
public, or has made a false or misleading entry, or has omitted an entry of material amount in the books
of the insurer.

5.23(14) Whether the insurer has grown so rapidly and to such an extent that it lacks adequate
financial and administrative capacity to meet its obligations in a timely manner.

5.23(15) Whether the company has experienced or will experience in the foreseeable future cash
flow or liquidity problems.

5.23(16) Rescinded IAB 7/10/91, effective 6/21/91.

This rule is intended to implement lowa Code sections 507C.9, 507C.12 and 507C.17.

191—5.24(507C) Commissioner’s authority.

5.24(1) For the purposes of making a determination of an insurer’s financial condition under this
rule, the commissioner may:

a. Disregard any credit or amount receivable resulting from transactions with a reinsurer which is
insolvent, impaired or otherwise subject to a delinquency proceeding;

b.  Make appropriate adjustments to asset values attributable to investments in or transactions with
parents, subsidiaries, or affiliates;

c.  Refuse to recognize the stated value of accounts receivable if the ability to collect receivables
is highly speculative in view of the age of the account or the financial condition of the debtor; or

d. Increase the insurer’s liability in an amount equal to any contingent liability, pledge, or
guarantee not otherwise included if there is a substantial risk that the insurer will be called upon to meet
the obligation undertaken within the next 12-month period.

5.24(2) If the commissioner determines that the continued operation of the insurer licensed to
transact business in this state may be hazardous to the policyholders or the general public, then the
commissioner may issue an order requiring the insurer to:

a. Reduce the total amount of present and potential liability for policy benefits by reinsurance;

b.  Reduce, suspend or limit the volume of business being accepted or renewed;

¢.  Reduce general insurance and commission expenses by specified methods;

d. Increase the insurer’s capital and surplus;

e.  Suspend or limit the declaration and payment of dividend by an insurer to its stockholders or
to its policyholders;

£ File reports in a form acceptable to the commissioner concerning the market value of an
insurer’s assets;

g Limit or withdraw from certain investments or discontinue certain investment practices to the
extent the commissioner deems necessary;

h.  Document the adequacy of premium rates in relation to the risks insured;

i.  File, in addition to regular annual statements, interim financial reports on the form adopted
by the National Association of Insurance Commissioners or on such format as promulgated by the
commissioner.

5.24(3) Any insurer subject to an order under subrule 5.24(2) may request, pursuant to rule
191—3.4(17A), review of that order. Any ensuing hearing shall not be open to the public, unless the
insurer requests otherwise.

This rule is intended to implement lowa Code sections 507C.9, 507C.12 and 507C.17.

191—5.25(505) Annual audited financial reports. Rescinded IAB 11/17/10, effective 12/22/10.
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191—5.26(508,515) Participation in the NAIC Insurance Regulatory Information System.

5.26(1) This rule applies to all domestic, foreign and alien insurers who are authorized to transact
business in this state.

5.26(2) Each domestic, foreign and alien insurer, except entities organized under lowa Code
chapters 512A, 512B, 514, 514B, 518 and 518A and those which write only in this state, who is
authorized to transact insurance in this state shall annually on or before March 1 of each year, file
with the National Association of Insurance Commissioners (NAIC) a copy of its annual statement
convention blank, along with such additional filings as prescribed by the insurance commissioner for
the preceding year. The information filed with the NAIC shall be in the same format and scope as that
required by the commissioner and shall include the signed jurat page and the actuarial certification. Any
amendments and addendums to the annual statement filing subsequently filed with the commissioner
shall also be filed with the NAIC.

Foreign insurers that are domiciled in a state which has a law substantially similar to the requirement
in the previous sentence shall be deemed in compliance with this rule.

5.26(3) Members of the NAIC, their duly authorized committees, subcommittees, and task
forces, their delegates, NAIC employees, and all others charged with the responsibility of collecting,
reviewing, analyzing and disseminating the information developed from the filing of the annual
statement convention blanks shall be deemed to be acting on behalf of the commissioner by virtue of
their collection, review, and analysis or dissemination of the data and information collected from the
filings required under this rule.

5.26(4) All financial analysis ratios and examination synopses concerning insurance companies
that are submitted to the insurance division by the NAIC Insurance Regulatory Information System are
confidential as provided in 191—subrule 1.3(11), paragraph “c.”

5.26(5) The commissioner may suspend, revoke or refuse to renew the certificate of authority of
any insurer failing to file its annual statement when due or within any extension of time which the
commissioner, for good cause, may have granted.

5.26(6) Electronic filing. The annual financial statement filings required of domestic insurers
pursuant to lowa Code sections 508.11 and 515.63 and the quarterly statement filings required pursuant
to rule 191—5.3(507,508,515) must be filed electronically with the National Association of Insurance
Commissioners. Electronic filing shall include filing via the Internet or by diskette. The electronic filing
must be prepared in accordance with the NAIC Directive to Companies, Coding Conventions, Field
Names and Definitions, Data Elements, and Reporting Requirements for Annual/Quarterly Statement
Submission on Diskettes. Electronic filings are in addition to and due at the time of the filing of the
annual/quarterly financial statement blank with the National Association of Insurance Commissioners.
Diskette filings do not need to be filed with the insurance division unless the insurer is directed by the
insurance commissioner to submit the filing(s) on diskette. This diskette filing requirement does not
apply to entities organized pursuant to lowa Code chapters 512A, 512B, 514, 514B, 518, and 518A.

This rule is intended to implement lowa Code sections 508.11 and 515.63.

191—5.27(508,515,520) Asset valuation.

5.27(1) All bonds or other evidences of debt having a fixed term and rate of interest held by an
insurer may, if amply secured and not in default as to principal or interest, be valued as follows:

a. If purchased at par, at the par value.

b.  If purchased above or below par, on the basis of the purchase price adjusted so as to bring the
value to par at maturity and so as to yield in the meantime the effective rate of interest at which the
purchase was made or, in lieu of such method, according to such accepted method of valuation as is
approved by the division.

c.  Purchase price shall in no case be taken at a higher figure than the actual market value at the
time of purchase, plus actual brokerage, transfer, postage or express charges paid in the acquisition of
such securities.

5.27(2) The division shall have full discretion in determining the method of calculating values
according to the procedures set forth in this rule, but no such method or valuation shall be inconsistent
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with any applicable valuation or method used by insurers in general, or any method formulated or
approved by the National Association of Insurance Commissioners or its successor organization.

5.27(3) Securities, other than those referred to in subrule 5.27(1), held by an insurer shall be valued,
in the discretion of the division, at their market value, or at their appraised value, or at prices determined
by it as representing their fair market value.

5.27(4) Preferred or guaranteed stocks or shares while paying full dividends may be carried at a
fixed value in lieu of market value, at the discretion of the division and in accordance with such method
of valuation as it may approve.

5.27(5) Stock of a subsidiary corporation of an insurer shall not be valued at an amount in excess of
the net value of the subsidiary as based upon only those assets of the subsidiary which would be eligible
under Iowa Code section 521A.2 had investment of the funds of the insurer been made directly.

5.27(6) No valuations under this rule shall be inconsistent with any applicable valuation or method
formulated or approved by the National Association of Insurance Commissioners.

191—5.28(508,515,520) Risk-based capital and surplus. Capital and surplus requirements in lowa
Code chapters 508, 518 and 520 are minimums. The commissioner retains the discretion to require
greater amounts than set forth in those chapters when the risk-based circumstances of a particular insurer,
including the type, nature and volume of business being written, require it.

191—5.29(508,515) Actuarial certification of reserves. An opinion on life and health policy and claim
reserves and property and casualty loss and loss adjustment expense reserves by a qualified actuary is
required in the annual statement blank for all domestic insurers under the terms and conditions contained
in the annual statement instructions handbook of the National Association of Insurance Commissioners.
All other provisions of the handbook shall be applicable to annual and quarterly financial statements filed
with the division.

These rules are intended to implement lowa Code sections 508.5, 508.9, 508.10, 508.11, 515.8,
515.10, 515.12 and 515.63.

191—5.30(515) Single maximum risk—fidelity and surety risks. No insurance company is permitted
under the limitations of lowa Code section 515.49 to expose itself to any risk on a fidelity or surety bond
in excess of 10 percent of its surplus to policyholders, unless such excess shall be reinsured in accordance
with the provisions of the statute.

191—5.31(515) Reinsurance contracts. No credit will be given the ceding insurer for reinsurance
made, ceded, or renewed unless the reinsurance agreements (treaty, facultative or otherwise)
substantially provide, or are amended by a supplemental contract to read in substance as follows:

In consideration of the continuing benefits to accrue hereunder to the assuming insurer, the assuming
insurer hereby agrees that, as to all reinsurance made, ceded, or renewed the reinsurance shall be payable
by the assuming insurer on the basis of the liability of the ceding insurer under the contract or contracts
reinsured without diminution because of the insolvency of the ceding insurer.

191—5.32(511,515) Investments in medium grade and lower grade obligations.

5.32(1) Reason for promulgation. The insurance division is concerned that changes in economic
conditions and other market variables could adversely affect domestic insurers having a high
concentration of these investments. Accordingly, the division has concluded that a limitation on the
percentage of total admitted assets that a domestic insurer may prudently invest in such obligations is
reasonable, necessary and required in order to carry out the division’s responsibilities under relevant
statutory law.

The division understands that medium grade and lower grade obligations can have a place in a
well diversified portfolio. However, it is also understood that the special risks associated with these
investments require a high degree of management even when they are held within an aggregate limit.
While this rule will leave all domestic insurers with authority to invest a substantial portion of their assets
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in medium grade and lower grade obligations, the prudent management of the attendant risk will remain
an essential element of such investing.

5.32(2) Purposes. The purposes of this rule are:

a. To protect the interests of the insurance-buying public by establishing limitations on the
concentration of medium grade and lower grade obligations in which a domestic insurer can invest;

b.  To regulate the acts and practices of domestic insurers with respect to the concentration
of investments in medium grade and lower grade obligations. An insurer’s obligations of these
classifications shall not exceed the greater of those allowed in subrule 5.10(2) or Iowa Code section
515.35(4) “e,” whichever is applicable, or this rule.

5.32(3) Definitions. As used in this rule:

“Admitted assets” means the amount thereof as of the last day of the most recently concluded annual
statement year, computed in accordance with rule 191—5.6(505,515,520).

“Aggregate amount” of medium grade and lower grade obligations means the aggregate statutory
statement value thereof.

“Institution” means a corporation, a joint-stock company, an association, a trust, a business
partnership, a business joint venture or similar entity.

“Lower grade obligations” means obligations which are rated four, five or six by the Securities
Valuation Office of the National Association of Insurance Commissioners.

“Medium grade obligations” means obligations which are rated three by the Securities Valuation
Office of the National Association of Insurance Commissioners.

5.32(4) Provisions.

a. No domestic insurer shall acquire, directly or indirectly, any medium grade or lower grade
obligation of any institution if, after giving effect to any such acquisition, the aggregate amount of all
medium grade and lower grade obligations then held by the domestic insurer would exceed 20 percent
of its admitted assets provided that:

(1) No more than 10 percent of its admitted assets consists of obligations rated four, five or six by
the Securities Valuation Office;

(2) No more than 3 percent of its admitted assets consists of obligations rated five or six by the
Securities Valuation Office;

(3) No more than 1 percent of its admitted assets consists of obligations rated six by the Securities
Valuation Office. Attaining or exceeding the limit of any one category shall not preclude an insurer from
acquiring obligations in other categories subject to the specific and multicategory limits.

b.  No domestic insurer may invest more than an aggregate of 1 percent of its admitted assets in
medium grade obligations issued, guaranteed or insured by any one institution, nor may it invest more
than one-half of 1 percent of its admitted assets in lower grade obligations issued, guaranteed or insured
by any one institution. In no event, however, may a domestic insurer invest more than 1 percent of
its admitted assets in any medium or lower grade obligations issued, guaranteed or insured by any one
institution.

¢.  Nothing contained in this rule shall prohibit a domestic insurer from acquiring any obligations
which it has committed to acquire if the insurer would have been permitted to acquire that obligation
pursuant to this rule on the date on which such insurer committed to purchase that obligation.

d. Notwithstanding the foregoing, a domestic insurer may acquire an obligation of an institution
in which the insurer already has one or more obligations if the obligation is acquired in order to protect
an investment previously made in the obligations of the institution, provided that all such acquired
obligations shall not exceed one-half of 1 percent of the insurer’s admitted assets.

e.  Nothing contained in this rule shall prohibit a domestic insurer from acquiring an obligation as
a result of a restructuring of a medium or lower grade obligation already held.

£ Nothing contained in this rule shall require a domestic insurer to sell or otherwise dispose of
any obligation legally acquired prior to January 29, 1991.

g The board of directors of any domestic insurance company which acquires or invests, directly
or indirectly, more than 2 percent of its admitted assets in medium grade and lower grade obligations
of any institution shall adopt a written plan for the making of such investments. The plan, in addition
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to guidelines with respect to the quality of the issues invested in, shall contain diversification standards
including, but not limited to, standards for issuer, industry, duration, liquidity and geographic location.
This rule is intended to implement lowa Code sections 511.8 and 515.35.

191—5.33(510) Credit for reinsurance.

5.33(1) Purpose. The purpose of this rule is to set forth the procedural requirements which the
insurance commissioner deems necessary to carry out the provisions of lowa Code sections 521B.1
to 521B.5. The actions and information required by this rule are hereby declared to be necessary and
appropriate to the public interest and for the protection of the ceding insurers in this state.

5.33(2) Applicability. This rule shall have no applicability to reinsurance ceded and assumed
pursuant to a pooling arrangement among insurers in the same holding company system.

5.33(3) Reinsurer licensed in this state. The commissioner shall allow credit for reinsurance ceded
by a domestic insurer to assuming insurers which were licensed in this state as of the date of the ceding
insurer’s statutory financial statement.

5.33(4) Accredited reinsurers.

a. The commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming
insurer which is accredited as a reinsurer in this state as of the date of the ceding insurer’s statutory
financial statement. An accredited reinsurer is one which:

(1) Files a properly executed Form AR-1" as evidence of its submission to this state’s jurisdiction
and to this state’s authority to examine its books and records;

(2) Files with the commissioner a certified copy of a letter or a certificate of authority or of
compliance as evidence that it is licensed to transact insurance or reinsurance in at least one state, or,
in the case of a United States branch of an alien assuming insurer, is entered through and licensed to
transact insurance or reinsurance in at least one state;

(3) Files annually with the commissioner a copy of its annual statement filed with the insurance
department of its state of domicile or, in the case of an alien assuming insurer, with the state through
which it is entered and in which it is licensed to transact insurance or reinsurance, and a copy of its most
recent audited financial statement;

(4) Maintains a surplus as regards policyholders in an amount not less than $20 million or obtains
the affirmative approval of the commissioner upon a finding that the accredited reinsurer has adequate
financial capacity to meet its reinsurance obligations and is otherwise qualified to assume reinsurance
from domestic insurers.

b.  If the commissioner determines that the assuming insurer has failed to meet or maintain any
of these qualifications, the commissioner may upon written notice and hearing suspend or revoke the
accreditation. A domestic ceding insurer shall not be allowed credit under this subrule if the assuming
insurer’s accreditation has been revoked by the commissioner or if the reinsurance was ceded while the
assuming insurer’s accreditation was under suspension by the commissioner.

5.33(5) Reinsurer domiciled and licensed in another state.

a. The commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming
insurer which as of the date of the ceding insurer’s statutory financial statement:

(1) Is domiciled and licensed in (or, in the case of a United States branch of an alien assuming
insurer, is entered through and licensed in) a state which employs standards regarding credit for
reinsurance substantially similar to those applicable in this state;

(2) Maintains a surplus as regards policyholders in an amount not less than $20 million;

(3) Files a properly executed Form AR-1' with the commissioner as evidence of its submission to
this state’s authority to examine its books and records.

b.  The provisions of this subrule relating to surplus as regards policyholders shall not apply to
reinsurance ceded and assumed pursuant to pooling arrangements among insurers in the same holding
company system. As used herein, “substantially similar standards” means credit for reinsurance
standards which the commissioner determines equal or exceed the standards of this state.
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5.33(6) Reinsurers maintaining trust_funds.

a. The commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming
insurer which, as of the date of the ceding insurer’s statutory financial statement, maintains a trust fund
in an amount prescribed below in a qualified United States financial institution, as determined by the
commissioner, for the payment of the valid claims of its United States policyholders and ceding insurers,
their assigns and successors in interests. The assuming insurer shall report annually to the commissioner
substantially the same information as that required to be reported on the NAIC annual statement form
by licensed insurers, to enable the commissioner to determine the sufficiency of the trust fund.

b.  The following requirements apply to the following categories of assuming insurer:

(1) The trust fund for a single assuming insurer shall consist of funds in trust in an amount not
less than the assuming insurer’s liabilities attributable to reinsurance ceded by United States domiciled
insurers, and in addition, the assuming insurer shall maintain a trusteed surplus of not less than $20
million, except as provided in subparagraph 5.33(6) “b "(4).

(2) The trust fund for a group of individual unincorporated underwriters shall consist of funds in
trust in an amount not less than the group’s aggregate liabilities attributable to business written in the
United States and, in addition, the group shall maintain a trusteed surplus of which $100 million shall be
held jointly for the benefit of the United States ceding insurers of any member of the group. The group
shall make available to the commissioner annual certifications by the group’s domiciliary regulator and
its independent public accountants of the solvency of each underwriter member of the group.

(3) The trust fund for a group of incorporated insurers under common administration, whose
members possess aggregate policyholder surplus of $10 billion (calculated and reported in substantially
the same manner as prescribed by the annual statement instructions and Accounting Practices
and Procedures Manual of the National Association of Insurance Commissioners) and which has
continuously transacted an insurance business outside the United States for at least three years
immediately prior to making application for accreditation, shall consist of funds in trust in an amount
not less than the assuming insurers’ liabilities attributable to business ceded by United States ceding
insurers to any members of the group pursuant to reinsurance contracts issued in the name of such
group and, in addition, the group shall maintain a joint trusteed surplus of which $100 million shall be
held jointly for the benefit of United States ceding insurers of any member of the group. The group
shall file a properly executed Form AR-1 as evidence of the submission to this state’s authority to
examine the books and records of any of its members and shall certify that any member examined will
bear the expense of any such examination. The group shall make available to the commissioner annual
certifications by the members’ domiciliary regulators and their independent public accountants of the
solvency of each member of the group.

(4) Atany time after the assuming insurer has permanently discontinued underwriting new business
secured by the trust for at least three full years, the commissioner with principal regulatory oversight of
the trust may authorize a reduction in the required trusteed surplus, but only after a finding, based on an
assessment of the risk, that the new required surplus level is adequate for the protection of United States
ceding insurers, policyholders and claimants in light of reasonably foreseeable adverse loss development.
The risk assessment may involve an actuarial review, including an independent analysis of reserves and
cash flows, and shall consider all material risk factors, including, when applicable, the lines of business
involved, the stability of the incurred loss estimates and the effect of the surplus requirements on the
assuming insurer’s liquidity or solvency. The minimum required trusteed surplus may not be reduced to
an amount less than 30 percent of the assuming insurer’s liabilities attributable to reinsurance ceded by
United States ceding insurers covered by the trust.

c.  The trust shall be established in a form approved by the commissioner. The trust instrument
shall provide that:

(1) Contested claims shall be valid and enforceable out of funds in trust to the extent remaining
unsatisfied 30 days after entry of the final order of any court of competent jurisdiction in the United
States.

(2) Legal title to the assets of the trust shall be vested in the trustee for the benefit of the grantor’s
United States policyholders and ceding insurers, their assigns and successors in trust.
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(3) The trust shall be subject to examination as determined by the commissioner.

(4) The trust shall remain in effect for as long as the assuming insurer, or any member or former
member of a group of insurers, shall have outstanding obligations under reinsurance agreements subject
to the trust.

(5) No later than February 28 of each year the trustees of the trust shall report to the commissioner
in writing setting forth the balance in the trust and listing the trust’s investments at the preceding year
end, and shall certify the date of termination of the trust, if so planned, or certify that the trust shall not
expire prior to the next following December 31.

(6) No amendment to the trust shall be effective unless reviewed and approved in advance by the
commissioner.

5.33(7) Certified reinsurers.

a. The commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming
insurer that has been certified as a reinsurer in this state at all times for which statutory financial statement
credit for reinsurance is claimed under this subrule. The credit allowed shall be based upon the security
held by or on behalf of the ceding insurer in accordance with a rating assigned to the certified reinsurer
by the commissioner. The security shall be in a form consistent with subrules 5.33(10), 5.33(11) and
5.33(12) of this rule and 2013 Iowa Acts, Senate File 182, sections 2(5) and 3. The amount of security
required in order for full credit to be allowed shall correspond with the following requirements:

(1) Ratings/security.

Ratings Security Required
Secure — 1 0%
Secure — 2 10%
Secure — 3 20%
Secure — 4 50%
Secure — 5 75%
Vulnerable — 6 100%

(2) Affiliated reinsurance transactions shall receive the same opportunity for reduced security
requirements as all other reinsurance transactions.

(3) The commissioner shall require the certified reinsurer to post 100 percent, for the benefit
of the ceding insurer or its estate, security upon the entry of an order of rehabilitation, liquidation or
conservation against the ceding insurer.

(4) In order to facilitate the prompt payment of claims, a certified reinsurer shall not be required
to post security for catastrophe recoverables for a period of one year from the date of the first instance
of a liability reserve entry by the ceding company as a result of a loss from a catastrophic occurrence
as recognized by the commissioner. When determining what constitutes a catastrophic occurrence, the
commissioner will consult with the NAIC and consider both natural and human events. The one-year
deferral period is contingent upon the certified reinsurer’s continuing to pay claims in a timely manner.
Reinsurance recoverables for only the following lines of business as reported on the NAIC annual
financial statement related specifically to the catastrophic occurrence will be included in the deferral:

1. Line 1: Fire
Line 2: Allied Lines
Line 3: Farmowners multiple peril
Line 4: Homeowners multiple peril
Line 5: Commercial multiple peril
Line 9: Inland Marine
Line 12: Earthquake
. Line 21: Auto physical damage

(5) Credit for reinsurance under this subrule shall apply only to reinsurance contracts entered into
or renewed on or after the effective date of the certification of the assuming insurer. Any reinsurance
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contract entered into prior to the effective date of the certification of the assuming insurer that is
subsequently amended after the effective date of the certification of the assuming insurer, or a new
reinsurance contract, covering any risk for which collateral was provided previously, shall only be
subject to this subrule with respect to losses incurred and reserves reported from and after the effective
date of the amendment or new contract.

(6) Nothing in this subrule shall prohibit the parties to a reinsurance agreement from agreeing to
provisions establishing security requirements that exceed the minimum security requirements established
for certified reinsurers under this subrule.

b.  Certification procedure.

(1) The commissioner shall post notice on the division’s Web site promptly upon receipt of any
application for certification, including instructions on how members of the public may respond to the
application. The commissioner may not take final action on the application until at least 30 days after
posting the notice required by this subparagraph.

(2) The commissioner shall issue written notice to an assuming insurer that has made application
and been approved as a certified reinsurer. Included in such notice shall be the rating assigned the certified
reinsurer in accordance with paragraph 5.33(7) “a. ” The commissioner shall publish a list of all certified
reinsurers and their ratings.

(3) In order to be eligible for certification, the assuming insurer shall meet the following
requirements:

1.  The assuming insurer must be domiciled and licensed to transact insurance or reinsurance in a
qualified jurisdiction, as determined by the commissioner pursuant to paragraph 5.33(7) “c.”

2. The assuming insurer must maintain capital and surplus, or their equivalents, of no less than
$250 million calculated in accordance with paragraph 5.33(7) “b ”(4)“8.” This requirement may also be
satisfied by an association including incorporated and individual unincorporated underwriters having
minimum capital and surplus equivalents (net of liabilities) of at least $250 million and a central fund
containing a balance of at least $250 million.

3. The assuming insurer must maintain financial strength ratings from two or more rating agencies
deemed acceptable by the commissioner. These ratings shall be based on interactive communication
between the rating agency and the assuming insurer and shall not be based solely on publicly available
information. These financial strength ratings will be one factor used by the commissioner in determining
the rating that is assigned to the assuming insurer. Acceptable rating agencies include the following:

e Standard & Poor’s;

Moody’s Investors Service;

Fitch Ratings;

A.M. Best Company; or

Any other nationally recognized statistical rating organization.

4. The certified reinsurer must comply with any other requirements reasonably imposed by the
commissioner.

(4) Each certified reinsurer shall be rated on a legal entity basis, with due consideration being given
to the group rating where appropriate, except that an association including incorporated and individual
unincorporated underwriters that has been approved to do business as a single certified reinsurer may
be evaluated on the basis of its group rating. Factors that may be considered as part of the evaluation
process include, but are not limited to, the following:

1. The certified reinsurer’s financial strength rating from an acceptable rating agency. The
maximum rating that a certified reinsurer may be assigned will correspond to its financial strength rating
as outlined in the table below. The commissioner shall use the lowest financial strength rating received
from an approved rating agency in establishing the maximum rating of a certified reinsurer. Failure to
obtain or maintain at least two financial strength ratings from acceptable rating agencies will result in
loss of eligibility for certification.
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Ratings Best S&P Moody’s Fitch

Secure — 1 A++ AAA Aaa AAA

Secure — 2 A+ AA+, AA, AA- Aal, Aa2, Aa3 AA+, AA, AA-

Secure — 3 A A+, A Al, A2 A+, A

Secure — 4 A- A- A3 A-

Secure — 5 B++, B+ BBB+, BBB, BBB- | Baal, Baa2, Baa3 BBB+, BBB, BBB-

Vulnerable — 6 | B, B-, C++, C+, | BB+, BB, BB-, B+, | Bal, Ba2, Ba3, B1, | BB+, BB, BB-, B+,
C,C,D,E,F |B,B-,CCC,CC,C, |B2,B3,Caa Ca,C |B,B-, CCC+, CC,

D,R CCC-, DD

2. The business practices of the certified reinsurer in dealing with its ceding insurers, including
its record of compliance with reinsurance contractual terms and obligations.

3. For certified reinsurers domiciled in the United States, a review of the most recent applicable
NAIC Annual Statement Blank, either Schedule F (for property/casualty reinsurers) or Schedule S (for
life and health reinsurers).

4.  For certified reinsurers not domiciled in the United States, a review annually of Form CR-F (for
property/casualty reinsurers) or Form CR-S (for life and health reinsurers) (Forms CR-F and CR-S are
available from the division).

5. The reputation of the certified reinsurer for prompt payment of claims under reinsurance
agreements, based on an analysis of ceding insurers’ Schedule F reporting of overdue reinsurance
recoverables, including the proportion of obligations that are more than 90 days past due or are in
dispute, with specific attention given to obligations payable to companies that are in administrative
supervision or receivership.

6. Regulatory actions against the certified reinsurer.

7. The report of the independent auditor on the financial statements of the insurance enterprise,
on the basis described in paragraph 5.33(7) “b ”(4)“8.”

8.  For certified reinsurers not domiciled in the United States, audited financial statements (audited
United States GAAP basis if available; audited IFRS basis statements are allowed but must include
an audited footnote reconciling equity and net income to a United States GAAP basis; or, with the
permission of the state insurance commissioner, audited IFRS statements with reconciliation to United
States GAAP certified by an officer of the company), regulatory filings, and actuarial opinion (as filed
with the non-United States jurisdiction supervisor). Upon the initial application for certification, the
commissioner will consider audited financial statements for the last three years filed with the certified
reinsurer’s non-United States jurisdiction supervisor.

9.  The liquidation priority of obligations to a ceding insurer in the certified reinsurer’s domiciliary
jurisdiction in the context of an insolvency proceeding.

10. A certified reinsurer’s participation in any solvent scheme of arrangement, or similar
procedure, which involves United States ceding insurers. The commissioner shall receive prior notice
from a certified reinsurer that proposes participation by the certified reinsurer in a solvent scheme of
arrangement.

11. Any other information deemed relevant by the commissioner.

(5) Based on the analysis conducted under paragraph 5.33(7) “b ”(4)*“5” of a certified reinsurer’s
reputation for prompt payment of claims, the commissioner may make appropriate adjustments in the
security that the certified reinsurer is required to post to protect its liabilities to United States ceding
insurers, provided that the commissioner shall, at a minimum, increase the security that the certified
reinsurer is required to post by one rating level under paragraph 5.33(7) “b ’(4)“1” if the commissioner
finds that:

1.  More than 15 percent of the certified reinsurer’s ceding insurance clients have overdue
reinsurance recoverables on paid losses of 90 days or more which are not in dispute and which exceed
$100,000 for each cedent; or
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2. The aggregate amount of reinsurance recoverables on paid losses which are not in dispute that
are overdue by 90 days or more exceeds $50 million.

(6) The assuming insurer must submit a properly executed Form CR-1 as evidence of its submission
to the jurisdiction of this state, appointment of the commissioner as an agent for service of process in this
state, and agreement to provide security for 100 percent of the assuming insurer’s liabilities attributable
to reinsurance ceded by United States ceding insurers if the assuming insurer resists enforcement of a
final United States judgment. The commissioner shall not certify any assuming insurer that is domiciled
in a jurisdiction that the commissioner has determined does not adequately and promptly enforce final
United States judgments or arbitration awards.

(7) The certified reinsurer must agree to meet applicable information filing requirements as
determined by the commissioner, both with respect to an initial application for certification and on
an ongoing basis. All information submitted by certified reinsurers which is not otherwise public
information subject to disclosure shall be exempted from disclosure under lowa Code chapter 22 and
shall be withheld from public disclosure. The applicable information filing requirements are as follows:

1. Notification within ten days of any regulatory actions taken against the certified reinsurer, any
change in the provisions of its domiciliary license or any change in rating by an approved rating agency,
including a statement describing such changes and the reasons therefor.

2. Annually, Form CR-F or CR-S, as applicable.

3. Annually, the report of the independent auditor on the financial statements of the insurance
enterprise, on the basis described in paragraph 5.33(7) “b "(7)“4.”

4.  Annually, audited financial statements (audited United States GAAP basis if available; audited
IFRS basis statements are allowed but must include an audited footnote reconciling equity and net income
to a United States GAAP basis; or, with the permission of the state insurance commissioner, audited
IFRS statements with reconciliation to United States GAAP certified by an officer of the company),
regulatory filings, and actuarial opinion (as filed with the certified reinsurer’s supervisor). Upon the
initial certification, audited financial statements for the last three years filed with the certified reinsurer’s
supervisor.

5. At least annually, an updated list of all disputed and overdue reinsurance claims regarding
reinsurance assumed from United States domestic ceding insurers.

6. A certification from the certified reinsurer’s domestic regulator that the certified reinsurer is in
good standing and maintains capital in excess of the jurisdiction’s highest regulatory action level.

7. Any other information that the commissioner may reasonably require.

(8) Change in rating or revocation of certification.

1. In the case of a downgrade by a rating agency or other disqualifying circumstance, the
commissioner shall upon written notice assign a new rating to the certified reinsurer in accordance with
the requirements of paragraph 5.33(7) “b”(4)“1.”

2. The commissioner shall have the authority to suspend, revoke, or otherwise modify a certified
reinsurer’s certification at any time if the certified reinsurer fails to meet its obligations or security
requirements under this subrule, or if other financial or operating results of the certified reinsurer, or
documented significant delays in payment by the certified reinsurer, lead the commissioner to reconsider
the certified reinsurer’s ability or willingness to meet its contractual obligations.

3. Iftherating of a certified reinsurer is upgraded by the commissioner, the certified reinsurer may
meet the security requirements applicable to its new rating on a prospective basis, but the commissioner
shall require the certified reinsurer to post security under the previously applicable security requirements
as to all contracts in force on or before the effective date of the upgraded rating. If the rating of a certified
reinsurer is downgraded by the commissioner, the commissioner shall require the certified reinsurer to
meet the security requirements applicable to its new rating for all business it has assumed as a certified
reinsurer.

4. Upon revocation of the certification of a certified reinsurer by the commissioner, the assuming
insurer shall be required to post security in accordance with subrule 5.33(9) of this rule in order for
the ceding insurer to continue to take credit for reinsurance ceded to the assuming insurer. If funds
continue to be held in trust in accordance with subrule 5.33(6) of this rule, the commissioner may allow
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additional credit equal to the ceding insurer’s pro rata share of such funds, discounted to reflect the risk
of uncollectibility and anticipated expenses of trust administration. Notwithstanding the change of a
certified reinsurer’s rating or revocation of its certification, a domestic insurer that has ceded reinsurance
to that certified reinsurer may not be denied credit for reinsurance for a period of three months for all
reinsurance ceded to that certified reinsurer, unless the reinsurance is found by the commissioner to be
at high risk of uncollectibility.

¢.  Qualified jurisdictions.

(1) If, upon conducting an evaluation under this subrule with respect to the reinsurance supervisory
system of any non-United States assuming insurer, the commissioner determines that the jurisdiction
qualifies to be recognized as a qualified jurisdiction, the commissioner shall publish notice and evidence
of such recognition in an appropriate manner. The commissioner may establish a procedure to withdraw
recognition of those jurisdictions that are no longer qualified.

(2) In order to determine whether the domiciliary jurisdiction of a non-United States assuming
insurer is eligible to be recognized as a qualified jurisdiction, the commissioner shall evaluate
the reinsurance supervisory system of the non-United States jurisdiction, both initially and on an
ongoing basis, and consider the rights, benefits and the extent of reciprocal recognition afforded by
the non-United States jurisdiction to reinsurers licensed and domiciled in the United States. The
commissioner shall determine the appropriate approach for evaluating the qualifications of such
jurisdictions, and create and publish a list of jurisdictions whose reinsurers may be approved by the
commissioner as eligible for certification. A qualified jurisdiction must agree to share information
and cooperate with the commissioner with respect to all certified reinsurers domiciled within that
jurisdiction. Additional factors to be considered in determining whether to recognize a qualified
jurisdiction, in the discretion of the commissioner, include but are not limited to the following:

1.  The framework under which the assuming insurer is regulated.

2. The structure and authority of the domiciliary regulator with regard to solvency regulation
requirements and financial surveillance.

3. The substance of financial and operating standards for assuming insurers in the domiciliary
jurisdiction.

4. The form and substance of financial reports required to be filed or made publicly available by
reinsurers in the domiciliary jurisdiction and the accounting principles used.

5. The domiciliary regulator’s willingness to cooperate with United States regulators in general
and the commissioner in particular.

6. The history of performance by assuming insurers in the domiciliary jurisdiction.

7. Any documented evidence of substantial problems with the enforcement of final United
States judgments in the domiciliary jurisdiction. A jurisdiction will not be considered to be a qualified
jurisdiction if the commissioner has determined that it does not adequately and promptly enforce final
United States judgments or arbitration awards.

8. Any relevant international standards or guidance with respect to mutual recognition of
reinsurance supervision adopted by the International Association of Insurance Supervisors or successor
organization.

9.  Any other matters deemed relevant by the commissioner.

(3) A list of qualified jurisdictions shall be published through the NAIC committee process. The
commissioner shall consider this list in determining qualified jurisdictions. If the commissioner approves
a jurisdiction as qualified that does not appear on the list of qualified jurisdictions, the commissioner
shall provide thoroughly documented justification with respect to the criteria provided under paragraphs
5.33(7)“c”(2)*“1” to “9.”

(4) United States jurisdictions that meet the requirements for accreditation under the NAIC
Financial Standards and Accreditation Program shall be recognized as qualified jurisdictions.

d.  Recognition of certification issued by an NAIC-accredited jurisdiction.

(1) If an applicant for certification has been certified as a reinsurer in an NAIC-accredited
jurisdiction, the commissioner has the discretion to defer to that jurisdiction’s certification, and to defer
to the rating assigned by that jurisdiction, if the assuming insurer submits a properly executed Form
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CR-1 and such additional information as the commissioner requires. The assuming insurer shall be
considered to be a certified reinsurer in this state.

(2) Any change in the certified reinsurer’s status or rating in the other jurisdiction shall apply
automatically in this state as of the date it takes effect in the other jurisdiction. The certified reinsurer
shall notify the commissioner of any change in its status or rating within ten days after receiving notice
of the change.

(3) The commissioner may withdraw recognition of the other jurisdiction’s rating at any time and
assign a new rating in accordance with paragraph 5.33(7) “b”(7)“1.”

(4) The commissioner may withdraw recognition of the other jurisdiction’s certification at any
time, with written notice to the certified reinsurer. Unless the commissioner suspends or revokes the
certified reinsurer’s certification in accordance with paragraph 5.33(7) “b ”(7)*2,” the certified reinsurer’s
certification shall remain in good standing in this state for a period of three months, which shall be
extended if additional time is necessary to consider the assuming insurer’s application for certification
in this state.

e. Mandatory funding clause. In addition to the clauses required under subrule 5.33(13) of this
rule, reinsurance contracts entered into or renewed under this subrule shall include a proper funding
clause, which requires the certified reinsurer to provide and maintain security in an amount sufficient
to avoid the imposition of any financial statement penalty on the ceding insurer under this subrule for
reinsurance ceded to the certified reinsurer.

f- The commissioner shall comply with all reporting and notification requirements that may be
established by the NAIC with respect to certified reinsurers and qualified jurisdictions.

5.33(8) Credit for reinsurance required by law. The commissioner shall allow credit for reinsurance
ceded by a domestic insurer to an assuming insurer not meeting the requirements of this state, but only
with respect to the insurance of risks located in jurisdictions where such reinsurance is required by the
applicable law or regulation of that jurisdiction. As used in this subrule, “jurisdiction” means any state,
district or territory of the United States and any lawful national government.

5.33(9) Reduction from liability for reinsurance ceded to an unauthorized assuming insurer. The
commissioner shall allow a reduction from liability for reinsurance ceded by a domestic insurer to an
assuming insurer not meeting the requirements of this state in an amount not exceeding the liabilities
carried by the ceding insurer. Such reduction shall be in the amount of funds held by or on behalf of
the ceding insurer, including funds held in trust for the exclusive benefit of the ceding insurer, under a
reinsurance contract with such assuming insurer as security for the payment of obligations thereunder.
Such security must be held in the United States subject to withdrawal solely by, and under the exclusive
control of, the ceding insurer or, in the case of a trust, held in a qualified United States financial institution.
This security may be in the form of any of the following:

a. Cash.

b.  Securities listed by the Securities Valuation Office of the National Association of Insurance
Commissioners, including those deemed exempt from filing as defined by the Purposes and Procedures
Manual of the Securities Valuation Office, and qualifying as admitted assets.

c¢.  Clean, irrevocable, unconditional and “evergreen” letters of credit issued or confirmed
by a qualified United States institution, as determined by the commissioner, effective no later than
December 31 of the year for which filing is being made, and in the possession of, or in the trust
for, the ceding insurer on or before the filing date of its annual statement. Letters of credit meeting
applicable standards of issuer acceptability as of the dates of their issuance (or confirmation) shall,
notwithstanding the issuing (or confirming) institution’s subsequent failure to meet applicable standards
of issuer acceptability, continue to be acceptable as security until their expiration, extension, renewal,
modification or amendment, whichever first occurs.

d.  Any other form of security acceptable to the commissioner. An admitted asset or a reduction
from liability for reinsurance ceded to an unauthorized assuming insurer shall be allowed only when the
requirements of this rule are met, as determined by the commissioner.

5.33(10) Trust agreements qualified under subrule 5.33(9).

a. Definitions. As used in this rule:
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“Beneficiary” means the entity for whose sole benefit the trust has been established and any
successor of the beneficiary by operation of law. If a court of law appoints a successor in interest
to the named beneficiary, then the named beneficiary includes and is limited to the court-appointed
domiciliary receiver (including conservator, rehabilitator or liquidator).

“Grantor” means the entity that has established a trust for the sole benefit of the beneficiary. When
established in conjunction with a reinsurance agreement, the grantor is the unlicensed, unaccredited
assuming insurer.

“Obligations” means:

1. Reinsured losses and allocated loss expenses paid by the ceding company, but not recovered
from the assuming insurer;

2. Reserves for reinsured losses reported and outstanding;

3. Reserves for reinsured losses incurred but not reported;

4. Reserves for allocated reinsured loss expenses and unearned premiums.

“Qualified United States financial institution” means an institution meeting the requirements of rule
191—32.4(508), except as permitted otherwise by the commissioner.

b.  Required conditions:

(1) The trust agreement shall be entered into between the beneficiary, the grantor and a trustee
which shall be a qualified United States financial institution as determined by the commissioner.

(2) The trust agreement shall create a trust account into which assets shall be deposited.

(3) All assets in the trust account shall be held by the trustee at the trustee’s office in the United
States, except that a bank may apply for the commissioner’s permission to use a foreign branch office
of such bank as trustee for trust agreements established pursuant to this subrule. If the commissioner
approves the use of such foreign branch office as trustee, then its use must be approved by the beneficiary
in writing and the trust agreement must provide that the written notice described in subparagraph
5.33(10) “b ”’(4) must also be presentable, as a matter of legal right, at the trustee’s principal office in
the United States.

(4) The trust agreement shall provide that:

1. The beneficiary shall have the right to withdraw assets from the trust account at any time,
without notice to the grantor, subject only to written notice from the beneficiary to the trustee;

2. No other statement or document is required to be presented in order to withdraw assets, except
that the beneficiary may be required to acknowledge receipt of withdrawn assets;

3. It is not subject to any conditions or qualifications outside of the trust agreement;

4. It shall not contain references to any other agreements or documents except as provided for
under subparagraph 5.33(10) “b ”(11).

(5) The trust agreement shall be established for the sole benefit of the beneficiary.

(6) The trust agreement shall require the trustee to:

1. Receive assets and hold all assets in a safe place;

2. Determine that all assets are in such form that the beneficiary, or the trustee upon direction by
the beneficiary, may whenever necessary negotiate any such assets, without consent or signature from
the grantor or any other person or entity;

3. Furnish to the grantor and the beneficiary a statement of all assets in the trust account upon its
inception and at intervals no less frequent than the end of each calendar quarter;

4. Notify the grantor and the beneficiary, within ten days, of any deposits to or withdrawals from
the trust account;

5. Upon written demand of the beneficiary, immediately take any and all steps necessary to transfer
absolutely and unequivocally all right, title and interest in the assets held in the trust account to the
beneficiary and deliver physical custody of the assets to the beneficiary;

6. Allow no substitutions or withdrawals of assets from the trust account, except on written
instructions from the beneficiary, except that the trustee may, without the consent of but with notice to
the beneficiary, upon call or maturity of any trust asset, withdraw such asset upon condition that the
proceeds are paid into the trust account.



Ch 5, p.18 Insurance[191] IAC 1/8/14

(7) The trust agreement shall provide that at least 30 days, but not more than 45 days, prior to
termination of the trust account, written notification of termination shall be delivered by the trustee to
the beneficiary.

(8) The trust agreement shall be made subject to and governed by the laws of the state in which the
trust is established.

(9) The trust agreement shall prohibit invasion of the trust corpus for the purpose of paying
compensation to, or reimbursing the expenses of, the trustee.

(10) The trust agreement shall provide that the trustee shall be liable for its own negligence, willful
misconduct or lack of good faith.

(11) Notwithstanding other provisions of this rule, when a trust agreement is established in
conjunction with a reinsurance agreement covering risks other than life, annuities and accident and
health, where it is customary practice to provide a trust agreement for a specific purpose, such a trust
agreement may, notwithstanding any other conditions in this rule, provide that the ceding insurer shall
undertake to use and apply amounts drawn upon the trust account, without diminution because of the
insolvency of the ceding insurer or the assuming insurer, for the following purposes:

1. To pay or reimburse the ceding insurer for the assuming insurer’s share under the specific
reinsurance agreement regarding any losses and allocated loss expenses paid by the ceding insurer, but
not recovered from the assuming insurer, or for unearned premiums due to the ceding insurer if not
otherwise paid by the assuming insurer;

2. To make payment to the assuming insurer of any amounts held in the trust account that exceed
102 percent of the actual amount required to fund the assuming insurer’s obligations under the specific
reinsurance agreement;

3. Where the ceding insurer has received notification of termination of the trust account and where
the assuming insurer’s entire obligations under the specific reinsurance agreement remain unliquidated
and undischarged ten days prior to the termination date, to withdraw amounts equal to the obligations and
deposit those amounts in a separate account, in the name of the ceding insurer, in any qualified United
States financial institution apart from its general assets, in trust for such uses and purposes specified in
subparagraph 5.33(10) “d (1) as may remain executory after such withdrawal and for any period after
the termination date.

(12) The reinsurance agreement entered into in conjunction with the trust agreement may, but need
not, contain the provisions required by subparagraph 5.33(10) “d (1) so long as these required conditions
are included in the trust agreement.

(13) Either the reinsurance agreement or the trust agreement must stipulate that assets deposited
in the trust account shall be valued according to their current fair market value and shall consist only
of cash in United States dollars, certificates of deposit issued by a United States bank and payable in
United States dollars, and investments permitted by lowa law or any combination of the above, provided
investments in or issued by an entity controlling, controlled by or under common control with either the
grantor or the beneficiary of the trust shall not exceed 5 percent of total investments. The agreement
may further specify the types of investments to be deposited. If the reinsurance agreement covers life,
annuities or accident and health risks, then the provisions required by this subparagraph must be included
in the reinsurance agreement.

c.  Permitted conditions.

(1) The trust agreement may provide that the trustee may resign upon delivery of a written notice
of resignation, effective not less than 90 days after receipt by the beneficiary and grantor of the notice,
and that the trustee may be removed by the grantor by delivery to the trustee and the beneficiary of a
written notice of removal, effective not less than 90 days after receipt by the trustee and the beneficiary
of the notice, provided that no such resignation or removal shall be effective until a successor trustee has
been duly appointed and approved by the beneficiary and the grantor and all assets in the trust have been
duly transferred to the new trustee.

(2) The grantor may have the full and unqualified right to vote any shares of stock in the trust
account and to receive from time to time payments of any dividends or interest upon any shares of stock



IAC 1/8/14 Insurance[191] Ch 5, p.19

or obligations included in the trust account. Any such interest or dividends shall be either forwarded
promptly upon receipt to the grantor or deposited in a separate account established in the grantor’s name.

(3) The trustee may be given authority to invest, and accept substitutions of, any funds in the
account, provided that no investment or substitution shall be made without prior approval of the
beneficiary, unless the trust agreement specifies categories of investments acceptable to the beneficiary
and authorizes the trustee to invest funds and to accept substitutions which the trustee determines are
at least equal in market value to the assets withdrawn and that are consistent with the restrictions in
5.33(10)“d"(1)<2.”

(4) The trust agreement may provide that the beneficiary may at any time designate a party to which
all or part of the trust assets are to be transferred. Such transfer may be conditioned upon the trustee
receiving, prior to or simultaneously, other specified assets.

(5) The trust agreement may provide that, upon termination of the trust account, all assets not
previously withdrawn by the beneficiary shall, with written approval by the beneficiary, be delivered
over to the grantor.

d.  Additional conditions applicable to reinsurance agreements.

(1) A reinsurance agreement, which is entered into in conjunction with a trust agreement and the
establishment of a trust account, may contain provisions that:

1. Require the assuming insurer to enter into a trust agreement and to establish a trust account for
the benefit of the ceding insurer, and specifying what the agreement is to cover;

2.  Stipulate that assets deposited in the trust account shall be valued according to their current fair
market value and shall consist only of cash (United States legal tender), certificates of deposit (issued by
a United States bank and payable in United States legal tender), and investments of the types permitted
by the laws of this state for domestic insurers, or any combination of the above provided that such
investments are issued by an institution that is not the parent, subsidiary or affiliate of either the grantor or
the beneficiary. The reinsurance agreement may further specify the types of investments to be deposited.
Where a trust agreement is entered into in conjunction with a reinsurance agreement covering risks other
than life, annuities, and accident and health, then the trust agreement may contain the provisions required
by this paragraph in lieu of including such provisions in the reinsurance agreement;

3. Require the assuming insurer, prior to depositing assets with the trustee, to execute assignments
or endorsements in blank, or to transfer legal title to the trustee of all shares, obligations, or any assets
requiring assignments, in order that the ceding insurer, or the trustee upon the direction of the ceding
insurer, may whenever necessary negotiate these assets without consent or signature from the assuming
insurer or any other entity;

4. Require that all settlements of account between the ceding insurer and the assuming insurer be
made in cash or its equivalent;

5. Stipulate that the assuming insurer and the ceding insurer agree that the assets in the trust
account, established pursuant to the provisions of the reinsurance agreement, may be withdrawn by
the ceding insurer at any time, notwithstanding any other provisions in the reinsurance agreement, and
shall be utilized and applied by the ceding insurer or its successors in interest by operation of law,
including without limitation any liquidator, rehabilitator, receiver or conservator of such company,
without diminution because of insolvency on the part of the ceding insurer or the assuming insurer,
only for the following purposes:

e  To reimburse the ceding insurer for the assuming insurer’s share of premiums returned to the
owners of policies reinsured under the reinsurance agreement because of cancellations of such policies;

e  To reimburse the ceding insurer for the assuming insurer’s share of surrenders and benefits or
losses paid by the ceding insurer pursuant to the provisions of the policies reinsured under the reinsurance
agreement;

e To fund an account with the ceding insurer in an amount at least equal to the deduction, for
reinsurance ceded, from the ceding insurer liabilities for policies ceded under the agreement. The account
shall include, but not be limited to, amounts for policy reserves, claims and losses incurred (including
losses incurred but not reported), loss adjustment expenses and unearned premium reserves;

e  To pay any other amounts the ceding insurer claims are due under the reinsurance agreement.
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(2) The reinsurance agreement may also contain provisions that:

1. Give the assuming insurer the right to seek approval from the ceding insurer to withdraw from
the trust account all or any part of the trust assets and transfer those assets to the assuming insurer,
provided:

e  The assuming insurer shall, at the time of withdrawal, replace the withdrawn assets with other
qualified assets having a market value equal to the market value of the assets withdrawn so as to maintain
at all times the deposit in the required amount, or

e  After withdrawal and transfer, the market value of the trust account is not less than 102 percent
of the required amount.

The ceding insurer shall not unreasonably or arbitrarily withhold its approval.

2.  Provide for:

e  The return of any amount withdrawn in excess of the actual amounts required to comply with
5.33(10) “d”(1)“5,” first three bulleted paragraphs, or in the case of 5.33(10) “d”’(1)*5,” fourth bulleted
paragraph, any amounts that are subsequently determined not to be due; and

e Interest payments, at a rate not in excess of the prime rate of interest, on the amounts held
pursuant to 5.33(10) “d”(1)“5,” third bulleted paragraph.

3. Permit the award by any arbitration panel or court of competent jurisdiction of:

e Interest at a rate different from that provided in 5.33(10) “d”’(2)“2”;

e  Court of arbitration costs;

e Attorney’s fees;

e  Any other reasonable expenses.

(3) Financial reporting. A trust agreement may be used to reduce any liability for reinsurance
ceded to an unauthorized assuming insurer in financial statements required to be filed with this division
in compliance with the provision of this rule when established on or before the date of filing of the
financial statement of the ceding insurer. Further, the reduction for the existence of an acceptable trust
account may be up to the current fair market value of acceptable assets available to be withdrawn from
the trust account at that time, but such reduction shall be no greater than the specific obligations under
the reinsurance agreement that the trust account was established to secure.

(4) Existing agreements. Any trust agreement or underlying reinsurance agreement in existence
prior to January 1, 1992, will continue to be acceptable until January 1, 1993, at which time the
agreements will have to be in full compliance with this rule for the trust agreement to be acceptable.

(5) The failure of any trust agreement to specifically identify the beneficiary as defined in paragraph
5.33(10) “a” shall not be construed to affect any actions or rights which the commissioner may take or
possess pursuant to the provisions of the laws of this state.

5.33(11) Letters of credit qualified under subrule 5.33(9).

a.  The letter of credit must be clean, irrevocable and unconditional and issued or confirmed by a
qualified United States financial institution. The letter of credit shall contain an issue date and date of
expiration and shall stipulate that the beneficiary need only draw a sight draft under the letter of credit
and present it to obtain funds and that no other document need be presented. The letter of credit shall also
indicate that it is not subject to any condition or qualifications outside of the letter of credit. In addition,
the letter of credit itself shall not contain reference to any other agreements, documents or entities, except
as provided in subparagraph 5.33(11) “i ’(1). As used in this paragraph, “beneficiary” means the domestic
insurer for whose benefit the letter of credit has been established and any successor of the beneficiary
by operation of law. If a court of law appoints a successor in interest to the named beneficiary, then
the named beneficiary includes and is limited to the court-appointed domiciliary receiver (including
conservator, rehabilitator or liquidator).

b.  The heading of the letter of credit may include a boxed section which contains the name of the
applicant and other appropriate notations to provide a reference for the letter of credit. The boxed section
shall be clearly marked to indicate that such information is for internal identification purposes only.

c.  The letter of credit shall contain a statement to the effect that the obligation of the qualified
United States financial institution under the letter of credit is in no way contingent upon reimbursement
with respect thereto.
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d. The term of the letter of credit shall be for at least one year and shall contain an “evergreen
clause” which prevents the expiration of the letter of credit without due notice from the issuer. The
“evergreen clause” shall provide for a period of no less than 30 days’ notice prior to expiry date or
nonrenewal.

e. The letter of credit shall state whether it is subject to and governed by the laws of this
state or the Uniform Customs and Practice for Documentary Credits of the International Chamber of
Commerce Publication 600 (UCP 600) or International Standby Practices of the International Chamber
of Commerce Publication 590 (ISP98), or any successor publication, and all drafts drawn thereunder
shall be presentable at an office in the United States of a qualified United States financial institution.

£ If the letter of credit is made subject to the Uniform Customs and Practice for Documentary
Credits of the International Chamber of Commerce Publication 500, or any successor publication, then
the letter of credit shall specifically address and make provision for an extension of time to draw against
the letter of credit in the event that one or more of the occurrences specified in Article 17 of Publication
500 or any other successor publication, occur.

g The letter of credit shall be issued or confirmed by a qualified United States financial institution
authorized pursuant to the organic laws of its chartering jurisdiction to issue letters of credit.

h.  If the letter of credit is not issued by a qualified United States financial institution authorized to
issue letters of credit, the following additional requirements shall be met:

(1) The issuing United States financial institution shall formally designate a qualified United States
financial institution as its agent for the receipt and payment of the drafts;

(2) The “evergreen clause” shall provide for 30 days’ notice prior to expiry date for nonrenewal.

i.  Reinsurance agreement provisions.

(1) Thereinsurance agreement in conjunction with which the letter of credit is obtained may contain
provisions which:

1.  Require the assuming insurer to provide letters of credit to the ceding insurer and specify what
they are to cover;

2.  Stipulate that the assuming insurer and ceding insurer agree that the letter of credit provided by
the assuming insurer pursuant to the provisions of the reinsurance agreement may be drawn upon at any
time, notwithstanding any other provisions in the agreement, and shall be utilized by the ceding insurer
or its successors in interest only for one or more of the following reasons:

e To reimburse the ceding insurer for the assuming insurer’s share of premiums returned to
the owners of policies reinsured under the reinsurance agreement on account of cancellations of such
policies;

e To reimburse the ceding insurer for the assuming insurer’s share of surrenders and benefits
or losses paid by the ceding insurer under the terms and provisions of the policies reinsured under the
reinsurance agreement;

e To fund an account with the ceding insurer in an amount at least equal to the deduction, for
reinsurance ceded, from the ceding insurer’s liabilities for policies ceded under the agreement (such
amount shall include, but not be limited to, amounts for policy reserves, claims and losses incurred and
unearned premium reserves);

e To pay any other amounts the ceding insurer claims are due under the reinsurance agreement.

3. All of the provisions required by paragraph 5.33(11) “i” should be applied without diminution
because of insolvency on the part of the ceding insurer or assuming insurer.

(2) Nothing contained in this paragraph shall preclude the ceding insurer and assuming insurer
from providing for:

1. An interest payment, at a rate not in excess of the prime rate of interest, on the amounts held
pursuant to 5.33(11) “7”(1)“2,” third bulleted paragraph.

2. The return of any amounts drawn down on the letters of credit in excess of the actual amounts
required for the above or, in the event 5.33(11) “i”(1)*2,” fourth bulleted paragraph, is applicable, any
amounts that are subsequently determined not to be due.

(3) When a letter of credit is obtained in conjunction with a reinsurance agreement covering risks
other than life, annuities and health, where it is customary practice to provide a letter of credit for a
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specific purpose, then the reinsurance agreement may, in lieu of 5.33(11) “i”(1)“2,” require that the
parties enter into a “Trust Agreement” which may be incorporated into the reinsurance agreement or
be a separate document.

j. Aletter of credit may not be used to reduce any liability for reinsurance ceded to an unauthorized
assuming insurer in financial statements required to be filed with this division unless an acceptable letter
of credit with the filing ceding insurer as beneficiary has been issued on or before the date of filing of the
financial statement. Further, the reduction for the letter of credit may be up to the amount available under
the letter of credit but no greater than the specific obligation under the reinsurance agreement which the
letter of credit was intended to secure.

5.33(12) Other security. A ceding insurer may take credit for unencumbered funds withheld by the
ceding insurer in the United States subject to withdrawal solely by the ceding insurer and under its
exclusive control.

5.33(13) Reinsurance contract. Credit will not be granted, nor an asset or reduction from liability
allowed, to a ceding insurer for reinsurance effected with assuming insurers meeting the requirements
of subrules 5.33(4), 5.33(5), 5.33(6), 5.33(7), 5.33(8), or 5.33(10) after the adoption of this rule unless
the reinsurance agreement:

a. Includes a proper insolvency clause, which stipulates that reinsurance is payable directly to the
liquidator or successor without diminution regardless of the status of the ceding company, pursuant to
Towa Code section 507C.32;

b.  Includes a provision whereby the assuming insurer, if an unauthorized assuming insurer, has
submitted to the jurisdiction of an alternative dispute resolution panel or court of competent jurisdiction
within the United States, has agreed to comply with all requirements necessary to give such court or panel
jurisdiction, has designated an agent upon whom service of process may be effected, and has agreed to
abide by the final decision of such court or panel; and

c.  Includes a proper reinsurance intermediary clause, if applicable, which stipulates that the credit
risk for the intermediary is carried by the assuming insurer.

5.33(14) Contracts affected. All new and renewal reinsurance transactions entered into after January
1, 2014, shall conform to the requirements of this rule if credit is to be given to the ceding insurer for
such reinsurance.

5.33(15) Severability. 1f any provision of this rule, or the application of the provision to any person
or circumstance, is held invalid, the remainder of the rule, and the application of the provision to persons
or circumstances other than those to which it is held invalid, shall not be affected.

This rule is intended to implement lowa Code chapter 521B.
[ARC 1111C, IAB 10/16/13, effective 1/1/14; ARC 1279C, IAB 1/8/14, effective 2/12/14]

I Available from Insurance Division

191—5.34(508) Actuarial opinion and memorandum.

5.34(1) Purpose and effective date. The purpose of this rule is to prescribe:

a. Requirements for statements of actuarial opinion that are to be submitted in accordance with
Iowa Code section 508.36 and for memoranda in support thereof;

b.  Rules applicable to the appointment of an appointed actuary; and

¢.  Guidance as to the meaning of “adequacy of reserves.”

5.34(2) Authority. This rule is issued pursuant to the authority vested in the commissioner of
insurance under lowa Code section 508.36. This rule will take effect for annual statements for the year
2004.

5.34(3) Scope. This rule shall apply to all life insurance companies and fraternal benefit societies
doing business in this state and to all life insurance companies and fraternal benefit societies which are
authorized to reinsure life insurance, annuities or accident and health insurance business in this state.

This rule shall be applied in a manner that allows the appointed actuary to utilize the actuary’s
professional judgment in performing the asset analysis and developing the actuarial opinion and
supporting memoranda, consistent with relevant actuarial standards of practice. ~However, the
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commissioner shall have the authority to specify specific methods of actuarial analysis and actuarial
assumptions when, in the commissioner’s judgment, these specifications are necessary for an acceptable
opinion to be rendered relative to the adequacy of reserves and related items.

This rule shall be applicable to all annual statements filed with the office of the commissioner after
January 1, 2004. A statement of opinion on the adequacy of the reserves and related actuarial items
based on an asset adequacy analysis in accordance with subrule 5.34(6), and a memorandum in support
thereof in accordance with subrule 5.34(7), shall be required each year.

5.34(4) Definitions. As used in this rule:

“Actuarial opinion” means the opinion of an appointed actuary regarding the adequacy of the
reserves and related actuarial items based on an asset adequacy analysis in accordance with subrule
5.34(6) and with applicable actuarial standards.

“Actuarial Standards Board” means the board established by the American Academy of Actuaries
to develop and promulgate standards of actuarial practice.

“Annual statement” means that statement required by lowa Code section 508.11 to be filed annually
by the company with the office of the commissioner.

“Appointed actuary” means any individual who is appointed or retained in accordance with the
requirements set forth in 5.34(5) “c” to provide the actuarial opinion and supporting memorandum as
required by Iowa Code section 508.36.

“Asset adequacy analysis” means an analysis that meets the standards and other requirements
referred to in 5.34(5)“d.”

“Commissioner” means the insurance commissioner of this state.

“Company” means a life insurance company, fraternal benefit society or reinsurer subject to the
provisions of this rule.

“Qualified actuary” means any individual who meets the requirements set forth in 5.34(5) “b.”

5.34(5) General requirements.

a.  Submission of statement of actuarial opinion.

(1) There is to be included on or attached to page 1 of the annual statement for each year beginning
with the statement filed as of December 31, 2004, the statement of an appointed actuary, entitled
“Statement of Actuarial Opinion,” setting forth an opinion relating to reserves and related actuarial
items held in support of policies and contracts, in accordance with 5.34(6).

(2) Upon written request by the company, the commissioner may grant an extension of the date for
submission of the statement of actuarial opinion.

b.  Qualified actuary. A “qualified actuary” is an individual who:

(1) Is a member in good standing of the American Academy of Actuaries;

(2) Is qualified to sign statements of actuarial opinion for life and health insurance company annual
statements in accordance with the American Academy of Actuaries qualification standards for actuaries
signing such statements;

(3) Is familiar with the valuation requirements applicable to life and health insurance companies;

(4) Has not been found by the commissioner (or if so found has subsequently been reinstated as a
qualified actuary), following appropriate notice and hearing, to have:

1. Violated any provision of, or any obligation imposed by, the insurance code or other law in the
course of dealing as a qualified actuary;

2. Been found guilty of fraudulent or dishonest practices;

3. Demonstrated incompetency, lack of cooperation, untrustworthiness to act as a qualified
actuary;

4. Submitted to the commissioner during the past five years, pursuant to this rule, an actuarial
opinion or memorandum that the commissioner rejected because it did not meet the provisions of this
rule including standards set by the Actuarial Standards Board; or

5. Resigned or been removed as an actuary within the past five years as a result of acts or omissions
indicated in any adverse report on examination or as a result of failure to adhere to generally acceptable
actuarial standards; and
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(5) Hasnot failed to notify the commissioner of any action taken by any commissioner of any other
state similar to that under 5.34(5) “b "(4).

c.  Appointed actuary. An “appointed actuary” is a qualified actuary who is appointed or retained
to prepare the statement of actuarial opinion required by this rule, either directly by or by the authority
of the board of directors through an executive officer of the company other than the qualified actuary.
The company shall give the commissioner timely written notice of the name, title (and, in the case
of a consulting actuary, the name of the firm) and manner of appointment or retention of each person
appointed or retained by the company as an appointed actuary and shall state in the notice that the person
meets the requirements set forth in 5.34(5) “b. ” Once notice is furnished, no further notice is required with
respect to this person, provided that the company shall give the commissioner timely written notice in the
event the actuary ceases to be appointed or retained as an appointed actuary or to meet the requirements
set forth in 5.34(5) “b. ” If any person appointed or retained as an appointed actuary replaces a previously
appointed actuary, the notice shall so state and give the reasons for replacement.

d.  Standards for asset adequacy analysis. The asset adequacy analysis required by this rule shall:

(1) Conform to the standards of practice as promulgated from time to time by the Actuarial
Standards Board and any additional standards under this rule, which standards are to form the basis of
the statement of actuarial opinion in accordance with 5.34(6);

(2) Be based on methods of analysis as are deemed appropriate for such purposes by the Actuarial
Standards Board.

e. Liabilities to be covered.

(1) Under the authority of lowa Code section 508.36, the statement of actuarial opinion shall apply
to all in-force business on the statement date, whether directly issued or assumed, regardless of when
or where issued, e.g., reserves of Exhibits 8, 9, and 10, and claim liabilities in Exhibit 11, part 1, and
equivalent items in the separate account statement or statements.

(2) Ifthe appointed actuary determines as the result of asset adequacy analysis that a reserve should
be held in addition to the aggregate reserve held by the company and calculated in accordance with
methods set forth in lowa Code section 508.36, the company shall establish the additional reserve.

(3) Additional reserves established under 5.34(5) “e’(2) and deemed not necessary in subsequent
years may be released. Any amounts released shall be disclosed in the actuarial opinion for the applicable
year. The release of such reserves would not be deemed an adoption of a lower standard of valuation.

5.34(6) Statement of actuarial opinion based on an asset adequacy analysis.

a. General description. The statement of actuarial opinion submitted in accordance with this
subrule shall consist of:

(1) A paragraph identifying the appointed actuary and the actuary’s qualifications (see
5.34(6)“b(1));

(2) A scope paragraph identifying the subjects on which an opinion is to be expressed and
describing the scope of the appointed actuary’s work, including a tabulation delineating the reserves
and related actuarial items that have been analyzed for asset adequacy and the method of analysis (see
5.34(6)“b”’(2)), and identifying the reserves and related actuarial items covered by the opinion that
have not been so analyzed;

(3) A reliance paragraph describing those areas, if any, where the appointed actuary has deferred to
other experts in developing data, procedures or assumptions (e.g., anticipated cash flows from currently
owned assets, including variation in cash flows according to economic scenarios (see 5.34(6) “b'(3))),
supported by a statement of each such expert in the form prescribed by 5.34(6) “e”; and

(4) An opinion paragraph expressing the appointed actuary’s opinion with respect to the adequacy
of the supporting assets to mature the liabilities (see 5.34(6) “b (6)).

(5) One or more additional paragraphs will be needed in individual company cases as follows:

1. If the appointed actuary considers it necessary to state a qualification of opinion;

2.  If the appointed actuary must disclose an inconsistency in the method of analysis or basis of
asset allocation used at the prior opinion date with that used for this opinion;

3. Ifthe appointed actuary must disclose whether additional reserves of the prior opinion date are
released as of this opinion date, and the extent of the release;
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4. Ifthe appointed actuary chooses to add a paragraph briefly describing the assumptions that form
the basis for the actuarial opinion.

b.  Recommended language. The following paragraphs shall be included in the statement of
actuarial opinion in accordance with this subrule. Language is that which in typical circumstances
should be included in a statement of actuarial opinion. The language may be modified as needed to
meet the circumstances of a particular case, but the appointed actuary should use language that clearly
expresses the actuary’s professional judgment. However, in any event, the opinion shall retain all
pertinent aspects of the language provided in this subrule.

(1) The opening paragraph should generally indicate the appointed actuary’s relationship to the
company and qualifications to sign the opinion. For a company actuary, the opening paragraph of the
actuarial opinion should include a statement such as:

“I, [name], am [title] of [insurance company name] and a member of the American Academy of
Actuaries. I was appointed by, or by the authority of, the board of directors of said insurer to render this
opinion as stated in the letter to the commissioner dated [insert date]. I meet the Academy qualification
standards for rendering the opinion and am familiar with the valuation requirements applicable to life
and health insurance companies.”

For a consulting actuary, the opening paragraph should include a statement such as:

“I, [name], a member of the American Academy of Actuaries, am associated with the firm of [name
of consulting firm]. I have been appointed by, or by the authority of, the board of directors of [name
of company] to render this opinion as stated in the letter to the commissioner dated [insert date]. 1
meet the Academy qualification standards for rendering the opinion and am familiar with the valuation
requirements applicable to life and health insurance companies.”

(2) The scope paragraph should include a statement such as:

“I have examined the actuarial assumptions and actuarial methods used in determining reserves and
related actuarial items listed below, as shown in the annual statement of the company, as prepared for
filing with state regulatory officials, as of December 31, 20 . Tabulated below are those reserves and
related actuarial items which have been subjected to asset adequacy analysis.”

Asset Adequacy Tested Amounts — Reserves and Liabilities

Additional
Formula Actuarial Analysis Other | Total Amount
Reserves | Reserves (a) Method | Amount | (1)+(2)+(3)
Statement Item (H 2) (b) 3) “4)

Exhibit 5
A Life Insurance

B Annuities

C  Supplementary Contracts
Involving Life Contingencies

Accidental Death Benefit
Disability—Active
Disability—Disabled

Q|m|m|Jg

Miscellaneous
Total (Exhibit 5 Item 1, Page 3)

Exhibit 6
A Active Life Reserve

B Claim Reserve
Total (Exhibit 6 Item 2, Page 3)

Exhibit 7
Premiums and Other Deposit
Funds (Column 5, Line 14)

Guaranteed Interest Contracts
(Column 2, Line 14)
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Asset Adequacy Tested Amounts — Reserves and Liabilities

Additional
Formula Actuarial Analysis Other | Total Amount
Reserves | Reserves (a) Method | Amount | (1)+(2)+(3)
Statement Item 1) 2) (b) 3) “4)

Other (Column 6, Line 14)

Supplemental Contracts and
Annuities (Column 3, Line 14)

Dividend Accumulations or
Refunds (Column 4, Line 14)

Total Exhibit 7
(Column 1, Line 14)

Exhibit 8, Part 1
1 Life (Page 3, Line 4.1)

2 Health (Page 3, Line 4.2)
Total Exhibit 8, Part 1

Separate Accounts (Page 3 of the
Annual Statement of the Separate
Accounts, Lines 1, 2, 3.1, 3.2, 3.3)

TOTAL RESERVES

IMR (General Account, Page Line )
(Separate Accounts, Page Line )
AVR (Page Line ) | ©

Net Deferred and Uncollected Premium

Notes:

(a) The additional actuarial reserves are the reserves established under subparagraph (2) of 5.34(5) “e.”
(b) The appointed actuary should indicate the method of analysis, determined in accordance with the
standards for asset adequacy analysis referred to in paragraph 5.34(5) “d,” by means of symbols that
should be defined in footnotes to the table.

(c) Allocated amount of asset valuation reserve (AVR).

(3) If the appointed actuary has relied on other experts to develop certain portions of the analysis,
the reliance paragraph should include a statement such as:

“I have relied on [name], [title] for [e.g., ‘anticipated cash flows from currently owned assets,
including variations in cash flows according to economic scenarios’ or ‘certain critical aspects of the
analysis performed in conjunction with forming my opinion’], as certified in the attached statement. I
have reviewed the information relied upon for reasonableness.”

Such a statement of reliance on other experts should be accompanied by a statement by each of such
experts in the form prescribed by 5.34(6) “e.”

(4) If the appointed actuary has examined the underlying asset and liability records, the reliance
paragraph should include a statement such as:

“My examination included such review of the actuarial assumptions and actuarial methods and of
the underlying basic asset and liability records and such tests of the actuarial calculations as I considered
necessary. I also reconciled the underlying basic asset and liability records to [exhibits and schedules
listed as applicable] of the company’s current annual statement.”

(5) If the appointed actuary has not examined the underlying records, but has relied upon data
(e.g., listings and summaries of policies in force or asset records) prepared by the company, the reliance
paragraph should include a statement such as:

“In forming my opinion on [specify types of reserves], I relied upon data prepared by [name and
title of company officer certifying in-force records or other data] as certified in the attached statements.
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I evaluated that data for reasonableness and consistency. I also reconciled that data to [exhibits and
schedules to be listed as applicable] of the company’s current annual statement. In other respects, my
examination included review of the actuarial assumptions and actuarial methods used and tests of the
calculations I considered necessary.”

The section shall be accompanied by a statement by each person relied upon in the form prescribed
by 5.34(6) “e.”

(6) The opinion paragraph shall include a statement such as:

“In my opinion the reserves and related actuarial values concerning the statement items identified
above:

“l. Are computed in accordance with presently accepted actuarial standards consistently applied
and are fairly stated, in accordance with sound actuarial principles;

“2. Are based on actuarial assumptions that produce reserves at least as great as those called for
in any contract provision as to reserve basis and method, and are in accordance with all other contract
provisions;

“3. Meet the requirements of the insurance law and rules of the state of [state of domicile]; and are
at least as great as the minimum aggregate amounts required by the state in which this statement is filed;

“4. Are computed on the basis of assumptions consistent with those used in computing the
corresponding items in the annual statement of the preceding year-end (with any exceptions noted
below); and

“S. Include provision for all actuarial reserves and related statement items which ought to be
established.

“The reserves and related items, when considered in light of the assets held by the company with
respect to such reserves and related actuarial items including, but not limited to, the investment earnings
on such assets, and the considerations anticipated to be received and retained under such policies and
contracts, make adequate provision, according to presently accepted actuarial standards of practice, for
the anticipated cash flows required by the contractual obligations and related expenses of the company.
(At the discretion of the commissioner, this language may be omitted for an opinion filed on behalf of a
company doing business only in this state and in no other state.)

“The actuarial methods, considerations and analyses used in forming my opinion conform to the
appropriate Standards of Practice as promulgated by the Actuarial Standards Board, which standards
form the basis of this statement of opinion.

“The following material change(s) which occurred between the date of the statement for which
this opinion is applicable and the date of this opinion should be considered in reviewing this opinion:
(Describe the change or changes.)

“The impact of unanticipated events subsequent to the date of this opinion is beyond the scope of
this opinion. The analysis of asset adequacy portion of this opinion should be viewed recognizing that
the company’s future experience may not follow all the assumptions used in the analysis.

Signature of Appointed Actuary

Address of Appointed Actuary

Telephone Number of Appointed Actuary

Date”

c.  Assumptions for new issues. The adoption for new issues or new claims or other new liabilities
of an actuarial assumption that differs from a corresponding assumption used for prior new issues or
new claims or other new liabilities is not a change in actuarial assumptions within the meaning of this
subrule.

d.  Adverse opinion. If the appointed actuary is unable to form an opinion, then the actuary shall
refuse to issue a statement of actuarial opinion. If the appointed actuary’s opinion is adverse or qualified,
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then the actuary shall issue an adverse or qualified actuarial opinion explicitly stating the reason(s) for
the opinion. This statement should follow the scope paragraph and precede the opinion paragraph.

e.  Reliance on information furnished by other persons. If the appointed actuary relies on the
certification of others on matters concerning the accuracy or completeness of any data underlying the
actuarial opinion, or the appropriateness of any other information used by the appointed actuary in
forming the actuarial opinion, the actuarial opinion should so indicate the persons upon whom the
actuary is relying and a precise identification of the items subject to reliance. In addition, the persons
on whom the appointed actuary relies shall provide a certification that precisely identifies the items
on which the person is providing information and a statement as to the accuracy, completeness or
reasonableness, as applicable, of the items. This certification shall include the signature, title, company,
address and telephone number of the person rendering the certification, as well as the date on which
it is signed.

f Alternate option.

(1) Iowa Code section 508.36 gives the commissioner broad authority to accept the valuation of a
foreign insurer when that valuation meets the requirements applicable to a company domiciled in this
state in the aggregate. As an alternative to the requirements of subparagraph 5.34(6) “b ”(6), item “3,”
the commissioner may make one or more of the following additional approaches available to the opining
actuary:

1. A statement that the reserves “meet the requirements of the insurance laws and regulations of
the State of [state of domicile] and the formal written standards and conditions of this state for filing an
opinion based on the law of the state of domicile.” If the commissioner chooses to allow this alternative,
a formal written list of standards and conditions shall be made available. If a company chooses to use this
alternative, the standards and conditions in effect on July 1 of a calendar year shall apply to statements
for that calendar year, and they shall remain in effect until they are revised or revoked. If no list is
available, this alternative is not available.

2. A statement that the reserves “meet the requirements of the insurance laws and regulations of
the State of [state of domicile] and I have verified that the company’s request to file an opinion based on
the law of the state of domicile has been approved and that any conditions required by the commissioner
for approval of that request have been met.” If the commissioner chooses to allow this alternative, a
formal written statement of such allowance shall be issued no later than March 31 of the year it is first
effective. The statement shall remain valid until rescinded or modified by the commissioner. A rescission
or modification of the statement shall be issued no later than March 31 of the year it is first effective.
After that statement is issued, if a company chooses to use this alternative, the company shall file a
request to do so, along with justification for its use, no later than April 30 of the year the opinion is to
be filed. The request shall be deemed approved on October 1 of that year if the commissioner has not
denied the request by that date.

3. A statement that the reserves “meet the requirements of the insurance laws and regulations of
the State of [state of domicile] and I have submitted the required comparison as specified by this state.”

e [f the commissioner chooses to allow this alternative, a formal written list of products (to be
added to the table in 5.34(6) “f”(1)“3,” second bulleted paragraph) for which the required comparison
shall be provided will be published. If a company chooses to use this alternative, the list in effect on July
1 of a calendar year shall apply to statements for that calendar year, and it shall remain in effect until it
is revised or revoked. If no list is available, this alternative is not available.

e If a company desires to use this alternative, the appointed actuary shall provide a
comparison of the gross nationwide reserves held to the gross nationwide reserves that would be
held under National Association of Insurance Commissioners codification standards adopted in rule
191—5.15(508,512B,514,514B,515,520). Gross nationwide reserves are the total reserves calculated
for the total company in-force business directly sold and assumed, indifferent to the state in which the
risk resides, without reduction for reinsurance ceded. The information provided shall include at least
the following:
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(1) (2) (3) “) (5)
Product Type | Death Benefit | Reserves Held | Codification Codification
or Account Reserves Standard
Value

e  The information listed shall include all products identified by either the state of filing or any
other states subscribing to this alternative.

e  Ifthere is no codification standard for the type of product or risk in force or if the codification
standard does not directly address the type of product or risk in force, the appointed actuary shall provide
detailed disclosure of the specific method and assumptions used in determining the reserves held.

e The comparison provided by the company is to be kept confidential to the same extent and
under the same conditions as the actuarial memorandum.

(2) Notwithstanding 5.34(6) “’f”’(1), the commissioner may reject an opinion based on the laws and
regulations of the state of domicile and require an opinion based on the laws of this state. If a company
is unable to provide the opinion within 60 days of the request or such other period of time determined by
the commissioner after consultation with the company, the commissioner may contract an independent
actuary at the company’s expense to prepare and file an opinion.

5.34(7) Description of actuarial memorandum including an asset adequacy analysis and regulatory
asset adequacy issues summary.

a. General.

(1) In accordance with Iowa Code section 508.36, the appointed actuary shall prepare a
memorandum to the company describing the analysis done in support of the opinion regarding the
reserves. The memorandum shall be made available for examination by the commissioner upon request
but shall be returned to the company after such examination and shall not be considered a record of the
insurance division or subject to automatic filing with the commissioner.

(2) In preparing the memorandum, the appointed actuary may rely on, and include as a part of
the actuary’s own memorandum, memoranda, prepared and signed by other actuaries who are qualified
within the meaning of 5.34(5) “b” with respect to the areas covered in such memoranda, and so state in
their memoranda.

(3) If the commissioner requests a memorandum and no such memorandum exists or if the
commissioner finds that the analysis described in the memorandum fails to meet the standards of
the Actuarial Standards Board or the standards and requirements of this rule, the commissioner may
designate a qualified actuary to review the opinion and prepare such supporting memorandum as is
required for review. The reasonable and necessary expense of the independent review shall be paid by
the company but shall be directed and controlled by the commissioner.

(4) The reviewing actuary shall have the same status as an examiner for purposes of obtaining data
from the company, and the work papers and documentation of the reviewing actuary shall be retained by
the commissioner; provided, however, that any information provided by the company to the reviewing
actuary and included in the work papers shall be considered as material provided by the company to the
commissioner and shall be kept confidential to the same extent as is prescribed by law with respect to
other material provided by the company to the commissioner pursuant to the statute governing this rule.
The reviewing actuary shall not be an employee or a consulting firm involved with the preparation of any
prior memorandum or opinion for the insurer pursuant to this rule for the current year or the preceding
three years.

(5) Inaccordance with lowa Code section 508.36, the appointed actuary shall prepare a regulatory
asset adequacy issues summary, the contents of which are specified in 5.34(7)“c.” Companies
submitting the regulatory asset adequacy issues summary shall submit the summary no later than March
15 of the year following the year for which a statement of actuarial opinion based on asset adequacy
is required. Iowa foreign companies are not required to submit the regulatory asset adequacy issues
summary annually; however, the summary shall be made available for examination by the commissioner
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upon request. The regulatory asset adequacy issues summary is to be kept confidential to the same
extent and under the same conditions as the actuarial memorandum.

b.  Details of the memorandum section documenting asset adequacy analysis (5.34(6)). When an
actuarial opinion under 5.34(6) is provided, the memorandum shall demonstrate that the analysis has been
done in accordance with the standards for asset adequacy referred to in 5.34(5) “d” and any additional
standards under this rule. It shall specify:

(1) For reserves:

1.  Product descriptions including market description, underwriting and other aspects of a risk
profile and the specific risks the appointed actuary deems significant;

2. Source of liability in force;

3. Reserve method and basis;

4. Investment reserves;

5. Reinsurance arrangements;

6. Identification of any explicit or implied guarantees made by the general account in support
of benefits provided through a separate account or under a separate account policy or contract and the
methods used by the appointed actuary to provide for the guarantees in the asset adequacy analysis;

7. Documentation of assumptions to test reserves for the following:

Lapse rates (both base and excess);
Interest crediting rate strategy;
Mortality;

Policyholder dividend strategy;
Competitor or market interest rate;
Annuitization rates;

Commissions and expenses; and

e  Morbidity.

The documentation of the assumptions shall be such that an actuary reviewing the actuarial memorandum
could form a conclusion as to the reasonableness of the assumptions.

(2) For assets:

1. Portfolio descriptions, including a risk profile disclosing the quality, distribution and types of
assets;

2. Investment and disinvestment assumptions;

Source of asset data;

Asset valuation bases; and

Documentation of assumptions made for:

Default costs;

Bond call function;

Mortgage prepayment function;

Determining market value for assets sold due to disinvestment strategy; and

e  Determining yield on assets acquired through the investment strategy.

The documentation of assumptions shall be such that an actuary reviewing the actuarial memorandum
could form a conclusion as to the reasonableness of the assumptions.

(3) For the analysis basis:

1. Methodology;

2. Rationale for inclusion or exclusion of different blocks of business and how pertinent risks were
analyzed;

3. Rationale for degree of rigor in analyzing different blocks of business (include in the rationale
the level of “materiality” that was used in determining how vigorously to analyze different blocks of
business);

4.  Criteria for determining asset adequacy (include in the criteria the precise basis for determining
if assets are adequate to cover reserves under “moderately adverse conditions” or other conditions as
specified in relevant actuarial standards of practice); and

o0 0 0 LW
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5. Whether the impact of federal income taxes was considered and the method of treating
reinsurance in the asset adequacy analysis.

(4) Summary of material changes in methods, procedures, or assumptions from prior year’s asset
adequacy analysis.

(5) Conclusion(s).

¢.  Details of the regulatory asset adequacy issues summary.

(1) The regulatory asset adequacy issues summary shall include:

1. Descriptions of the scenarios tested (including whether those scenarios are stochastic or
deterministic) and the sensitivity testing done relative to those scenarios. If negative ending surplus
results under certain tests in the aggregate, the actuary should describe those tests and the amount of
additional reserves as of the valuation date which, if held, would eliminate the negative aggregate
surplus values. Ending surplus values shall be determined by either extending the projection period
until the in-force and associated assets and liabilities at the end of the projection period are immaterial
or by adjusting the surplus amount at the end of the projection period by an amount that appropriately
estimates the value that can reasonably be expected to arise from the assets and liabilities remaining
in force;

2. The extent to which the appointed actuary uses assumptions in the asset adequacy analysis that
are materially different from the assumptions used in the previous asset adequacy analysis;

3. The amount of reserves and the identity of the product lines that had been subjected to asset
adequacy analysis in the prior opinion but were not subject to analysis for the current opinion;

4. Comments on any interim results that may be of significant concern to the appointed actuary,
for example, the impact of the insufficiency of assets to support the payment of benefits and expenses
and the establishment of statutory reserves during one or more interim periods;

5. The methods used by the actuary to recognize the impact of reinsurance on the company cash
flows, including both assets and liabilities, under each of the scenarios tested; and

6. Whether the actuary has been satisfied that all options, whether explicit or embedded, in any
asset or liability (including but not limited to those affecting cash flows embedded in fixed income
securities) and equitylike features in any investments have been appropriately considered in the asset
adequacy analysis.

(2) Theregulatory asset adequacy issues summary shall contain the name of the company for which
the regulatory asset adequacy issues summary is being supplied and shall be signed and dated by the
appointed actuary rendering the actuarial opinion.

d.  Conformity to standards of practice. The memorandum shall include the following statement:
“Actuarial methods, considerations and analyses used in the preparation of this memorandum conform to
the appropriate standards of practice as promulgated by the Actuarial Standards Board, which standards
form the basis for this memorandum.”

e.  Use of assets supporting the interest maintenance reserve and the asset valuation reserve. An
appropriate allocation of assets in the amount of the interest maintenance reserve (IMR), whether positive
or negative, shall be used in any asset adequacy analysis. Analysis of risks regarding asset default may
include an appropriate allocation of assets supporting the asset valuation reserve (AVR); these AVR
assets may not be applied for any other risks with respect to reserve adequacy. Analysis of these and
other risks may include assets supporting other mandatory or voluntary reserves available to the extent
not used for risk analysis and reserve support.

The amount of assets used for the AVR shall be disclosed in the Table of Reserves and Liabilities
of the opinion and in the memorandum. The method used for selecting particular assets or allocated
portions of assets must be disclosed in the memorandum.

f Documentation. The appointed actuary shall retain on file, for at least seven years, sufficient
documentation so that it will be possible to determine the procedures followed, the analyses performed,
the bases for assumptions and the results obtained.

This rule is intended to implement lowa Code section 508.36.
[ARC 9184B, IAB 11/3/10, effective 12/8/10]


https://www.legis.iowa.gov/docs/ico/section/508.36.pdf
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191—5.35 to 5.39 Reserved.

191—5.40(515) Premium tax. The fact that the companies choose to call a stipulated amount a “policy
fee” and do not include it under the term of “premium” would not have the effect of exempting this
income from taxation. It is most assuredly a part of the premium or income received from policyholders
for business done in Iowa and thus subject to taxation.

191—5.41(508) Tax on gross premiums—life companies. In determining the gross amount of
premiums to be taxed hereunder, there shall be excluded:

1. All premiums returned to policyholders or annuitants during the preceding calendar year, except
cash surrender values.

2. All dividends that, during said year, have been paid in cash or applied in reduction of premiums
or left to accumulate to the credit of policyholders or annuitants.

191—5.42(432) Cash refund of premium tax. A cash refund of premium tax may be made to an
insurance company that has paid a premium tax payment or prepayment and demonstrates an inability
to recoup the funds paid via a credit, provided that the insurance division determines that a refund is
appropriate. A claim for refund is a formal request made by the insurance company or its successor in
interest to the insurance division for repayment of premium tax prepayments that were paid with the
insurance company’s previously filed tax return. The claim for refund shall not be filed with a premium
tax prepayment, annual tax payment, or with other documents or forms submitted to the division.

5.42(1) Eligibility criteria. Upon the written application of an insurance company or its successor
in interest, the insurance division shall authorize the department of revenue to make a cash refund to an
insurer if:

a. The insurance company is subject to an order of liquidation or equivalent order issued by a
court of competent jurisdiction; or

b.  The insurance company has not written any business in the state of lowa for five years; or

c¢.  The insurance company’s certificate of authority is voluntarily or involuntarily surrendered or
terminated; upon application for a refund, the company shall be prohibited from applying for readmission
in lowa for at least five years; and

d.  Theinsurance company has no insurer within its holding company which could utilize the credit.

5.42(2) Application procedure. An insurance company may file a claim for a cash refund with the
insurance division by stating in detail the reasons and facts and including supporting documents with the
claim for a cash refund. These documents shall include but not be limited to:

a. A written request applying for a cash refund and identifying the address where the cash refund
should be mailed;

b. A copy of the tax return from which the premium tax credit originated,

c. A copy of the liquidation order or other documentation demonstrating that the insurance
company’s certificate of authority has been surrendered and that the company is prohibited from
applying for admission in lowa for at least five years; and

d. A certification from the chief executive officer stating that the company has no plans for writing
business in the state of lowa and agrees to notify the insurance division before writing any business in
this state if the claim for refund is made pursuant to 5.42(1)“b.”

5.42(3) Appeals. If the claim for refund is denied and the applicant wishes to appeal the denial, the
insurance division will consider an appeal to be timely if filed not later than 30 days following the date
of denial.

5.42(4) Statute of limitations. Upon meeting the eligibility criteria outlined in 5.42(1), an insurance
company has up to five years to file an application for a refund. A refund will not be authorized if an
application is not made within this time frame.

This rule is intended to implement lowa Code section 432.1(6).


https://www.legis.iowa.gov/docs/ico/section/432.1.pdf
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191—5.43(510) Managing general agents.

5.43(1) The requirement that a domestic insurer submit its contracts with managing general agents
for approval of the commissioner of insurance set forth in lowa Code section 510.2 remains in effect
after July 1, 1991.

5.43(2) A managing general agent shall at all times maintain a surety bond in the amount of $50,000
issued by an insurer licensed to transact business in this state for the benefit of each domestic insurer
with which the managing general agent has contracted.

5.43(3) A managing general agent shall maintain an errors and omissions policy in the face amount
of $250,000.

5.43(4) A third-party administrator subject to lowa Code chapter 510 shall not be deemed to be a
managing general agent.

5.43(5) The amount of claims in excess of which a person is authorized to adjust or pay for purposes
of the definition of “managing general agent” in lowa Code section 510.2A(4) “a”(3) “a” is $15,000 per
claim.

DISCLOSURE OF MORTGAGE LOAN APPLICATIONS
191—5.44 to 5.49 Reserved.

191—5.50(535A) Purpose. These rules are adopted for the purpose of enforcing lowa Code sections
535A.2 and 535A 4.

191—5.51(535A) Definitions.

5.51(1) “Reporting financial institution” means a person which holds a certificate of authority to
act as an insurer pursuant to any provision of Title XX, Iowa Code, if the person:

a. At the beginning of a reporting period possessed assets in excess of $10 million; and

b.  During a reporting period received applications for mortgage loans on residential property
situated in any lowa city with a population in excess of 50,000, as determined in the most recent census,
or in any standard metropolitan statistical area.

5.51(2) “Application” means an oral or written request for an extension of credit that is made in
accordance with procedures established by a financial institution for the type of credit requested.

5.51(3) “Reporting period” means the calendar year beginning January 1, 1979, and each calendar
year thereafter.

5.51(4) “Mortgage loan”” means a mortgage loan as defined in Iowa Code section 535A.1, which is
secured by a primary or secondary lien against residential property located in this state.

5.51(5) “Residential property” means real property used or to be used for residential purposes,
including single family homes, dwellings for from two to four families and individual units of
condominiums and townhouses.

5.51(6) “Residential mortgage loan” means a mortgage loan other than a construction loan, a home
improvement loan or a rehabilitation loan.

5.51(7) “Construction loan” means a loan for a maximum of two years for the purpose of
construction.

5.51(8) “Interest rate” means the rate stated on the indenture.

5.51(9) “Standard metropolitan statistical area” means an area located wholly or partly in the state
of lowa which is designated a standard metropolitan statistical area by the United States Department of
Commerce.

191—5.52(535A) Filing of reports.

5.52(1) Every reporting financial institution shall file the reports required by rule 191—5.53(535A)
with the director of the Iowa housing finance authority, Des Moines, lowa 50319, and with the
commissioner of insurance, Des Moines, lowa 50319, on or before January 15, 1980, and each year
thereafter by January 15, and shall maintain a copy of each report at the office where its principal
financial records are maintained for a period of five years after it is filed.


https://www.legis.iowa.gov/docs/ico/section/510.2.pdf
https://www.legis.iowa.gov/docs/ico/section/510.2A.pdf
https://www.legis.iowa.gov/docs/ico/section/535A.2.pdf
https://www.legis.iowa.gov/docs/ico/section/535A.4.pdf
https://www.legis.iowa.gov/docs/ico/section/535A.1.pdf
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5.52(2) Reporting financial institutions shall file a report which complies with the Federal Home
Mortgage Act of 1975, 12 U.S.C. 2801 to 2809, and regulations promulgated under that Act. Reporting
financial institutions shall also report additional information required by rule 191—5.54(535A).

191—5.53(535A) Form and content of reports.

5.53(1) Reports required by rule 191—5.53(535A) shall be filed on Disclosure Form A' or a form
similar thereto.

5.53(2) Financial institutions may submit computer printouts in lieu of the specimen form if the
computer printouts contain the same information in the same sequence as on the specimen form.

5.53(3) Every report filed shall disclose the following information:

a. Name and address of the reporting financial institution.

b.  Name, address and telephone number of the officer designated by the reporting financial
institution to file the report.

c¢.  Reporting period.

d.  The principal amount of a loan shall be disclosed with respect to construction loan applications,
home improvement loan applications, total mortgage loan applications, and residential mortgage loan
applications, and the requested amount shall be disclosed with respect to construction loan applications
not approved, home improvement loan applications not approved, total mortgage loan applications not
approved and residential mortgage loan applications not approved. The principal and requested amount
disclosures required above shall be reported separately for each census tract or zip code area.

5.53(4) Each report shall also indicate the number of persons requesting to examine the disclosure
report for the previous reporting period.

' Form omitted under Iowa Code section 17A.6(3). They are available upon request from the agency.
191—5.54(535A) Additional information required.

5.54(1) Reporting financial institutions shall file with the commissioner of insurance on or before
March 15 of each year Disclosure Form B or a form similar thereto the following additional information
with respect to loans for the purchase of residential property made during the preceding year:

a. The number of loans approved at each of the following percentages of the appraised value of
the property used as security for the loan:

(1) Less than 60 percent

(2) 60 percent to 69 percent

(3) 70 percent to 79 percent

(4) 80 percent to 89 percent

(5) 90 percent or more

b.  The number of loans approved for each of the following amortization periods:

(1) Less than 10 years

(2) 10 to 14 years

(3) 15 to 19 years

(4) 20 to 24 years

(5) 25 to 29 years

(6) 30 or more

¢.  The number of loans made at each interest rate charged.

5.54(2) Reporting financial institutions are not required to file the additional information required
by subrule 5.54(1) for any loan guaranteed in whole or part under any program of the United States or
any of its agencies or instrumentalities, if:

a. Thereporting financial institution made a written loan commitment for the loan at the maximum
rate of interest permitted under the program at the time of the commitment, and

b.  The amortization period for a loan is the maximum period permitted under the program or a
shorter period established in response to a request initiated solely by the borrower, and
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c¢.  Theloan is made at the maximum percentage of appraised value of the property permitted under
the program or for the total amount which the borrower desired to borrow, and

d.  The reporting financial institution files with the commissioner of insurance on or before March
15 of each year its verified statement, signed by an officer of the reporting financial institution, that it has
made loans under such a program and that it has filed the report required by rule 5.54(2) for each such
loan not exempted by this rule.

191—5.55(535A) Written complaints. Any person who has reason to believe that a financial institution
has failed to comply with the provisions of lowa Code chapter 535A or these rules may file a written
complaint with the insurance division, Des Moines, lowa 50319, or bring an action in the district court
in accordance with lowa Code chapter 535A.

These rules are intended to implement lowa Code sections 535A.2 and 535A.4.

191—5.56 to 5.89 Reserved.

191—5.90(145) Implementation of health data commission directives. Rescinded IAB 11/15/00,
effective 12/20/00.
[Filed 8/1/63, amended 11/21/63, 1/13/71]
[Filed emergency 5/24/76, Notice 4/19/76—published 6/14/76, effective 5/24/76]
[Filed emergency 2/13/79—published 3/7/79, effective 2/13/79]
[Filed emergency after Notice 7/20/79, Notice 3/7/79—published 8/8/79, effective 7/31/79]
[Filed 4/4/84, Notice 2/29/84—published 4/25/84, effective 5/30/84]
[Filed 4/3/85, Notice 2/27/85—published 4/24/85, effective 5/29/85]
[Filed 10/3/86, Notice 8/27/86—published 10/22/86, effective 11/26/86]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 2/5/88, Notice 12/30/87—published 2/24/88, effective 3/30/88]
[Filed 12/9/88, Notice 10/5/88—published 12/28/88, effective 2/1/89]
[Filed 7/21/89, Notice 5/31/89—published 8/9/89, effective 9/13/89]
[Filed 3/16/90, Notice 2/7/90—published 4/4/90, eftective 5/9/90]
[Filed 1/4/91, Notice 11/28/90—published 1/23/91, effective 2/27/91]
[Filed 4/12/91, Notice 3/6/91—published 5/1/91, effective 6/5/91]
[Filed emergency 6/21/91—published 7/10/91, effective 6/21/91]
[Filed 7/3/91, Notice 5/29/91—published 7/24/91, effective 8/28/911°
[Filed 8/15/91, Notice 7/10/91—published 9/4/91, effective 10/9/91]
[Filed 12/6/91, Notice 10/30/91—published 12/25/91, effective 1/29/92]¢
[Filed emergency 11/6/92—published 11/25/92, effective 11/6/92]
[Filed 8/13/93, Notice 7/7/93—published 9/1/93, effective 10/6/93]
[Filed 10/20/95, Notice 9/13/95—published 11/8/95, effective 1/1/96]
[Filed 3/5/99, Notice 11/4/98—published 3/24/99, effective 4/28/99]
[Filed 10/27/00, Notice 9/20/00—published 11/15/00, effective 12/20/00]
[Filed emergency 12/14/00 after Notice 8/23/00—published 1/10/01, effective 1/1/01]
[Filed emergency 12/4/03 after Notice 10/1/03—published 12/24/03, effective 1/1/041°
[Filed 3/9/07, Notice 1/31/07—published 3/28/07, effective 5/2/07]
[Filed 7/17/07, Notice 3/14/07—published 8/15/07, effective 9/19/07]

[Filed ARC 9184B (Notice ARC 9069B, IAB 9/8/10), IAB 11/3/10, eftective 12/8/10]
[Filed ARC 9228B (Notice ARC 9079B, IAB 9/22/10), IAB 11/17/10, effective 12/22/10]
[Filed ARC 1111C (Notice ARC 0960C, IAB 8/21/13), IAB 10/16/13, effective 1/1/14]
[Filed ARC 1279C (Notice ARC 1178C, IAB 11/13/13), IAB 1/8/14, effective 2/12/14]

®  Two or more ARCs


https://www.legis.iowa.gov/docs/ico/chapter/535A.pdf
https://www.legis.iowa.gov/docs/ico/section/535A.2.pdf
https://www.legis.iowa.gov/docs/ico/section/535A.4.pdf
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CHAPTER 6

ORGANIZATION OF DOMESTIC INSURANCE COMPANIES
[Appeared as ch 4, 1973 IDR]
[Prior to 10/22/86, Insurance Department[510]]

191—6.1(506) Definitions.

6.1(1) “Promoters” shall mean any incorporator, organizer, founder or other person or corporation
who, acting alone or in concert with other persons, is initiating or directing, or has within one year
initiated or directed, the organization of a new insurance company.

6.1(2) “Public moneys” shall mean the price paid by persons other than promoters for securities.

191—6.2(506) Promoters contributions. Promoters shall invest of their own funds at least 20 percent
of the proposed issue in cash. If something other than cash is contemplated to meet the requirements of
this rule, it shall be valued by the commissioner of insurance in accordance with the provisions of lowa
Code section 492.7.

191—6.3(506) Escrow. All public moneys shall be escrowed 100 percent until the issue is sold unless
sooner released by written order of the commissioner of insurance; in the event the issue is not completely
sold, all expenses incurred in corporate organization, sale of securities and cost of liquidation shall be
paid from funds acquired from promoters.

191—6.4(506) Alienation. In the event of a public offering, no securities held by the promoters shall,
for a three-year period from the date of acquisition, be alienated or hypothecated (except by operation
of the law) unless the operation of the insurance company produces earned surplus for two consecutive
years.

191—6.5(506) Sales to promoters. In the event of a public offering, no securities shall be acquired by
promoters at less than the public offering price.

191—6.6(506) Options. In the event of public offering, stock options or warrants acquired by promoters
shall not exceed 10 percent of the issue.

191—6.7(506) Qualifications of management. The general plan of organization as contemplated in
Iowa Code section 506.3 shall include proposed management personnel with biographical sketches,
including state of residence and complete insurance experience of each.

191—6.8(506) Chief executive. The chief executive officer of a newly organized insurance company
shall be a bona fide resident of lowa and unless removed for cause and while acting in this capacity shall
devote the entire time to such duties unless this requirement is specifically waived by written order of
the commissioner of insurance. For purposes of this rule, a newly organized insurance company shall
be deemed to be a company in existence for three years or less.

191—6.9(506) Directors. The majority of the directors shall be bona fide residents of the state of lowa
unless specifically waived by written permission of the commissioner of insurance.
These rules are intended to implement lowa Code section 506.1.
[Filed 11/21/63]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]


https://www.legis.iowa.gov/docs/ico/section/506.1.pdf
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CHAPTER 7
DOMESTIC STOCK INSURERS PROXIES

PROXY REGULATIONS
[Appeared as ch 6, 1973 IDR]
[Prior to 10/22/86, Insurance Department[510]]

191—7.1(523) Application of regulation. This regulation is applicable to all domestic stock insurers
having 100 or more stockholders; provided, however, that this regulation shall not apply to any insurer
if 95 percent or more of its stock is owned or controlled by a parent or an affiliated insurer and the
remaining shares are held by less than 500 stockholders. A domestic stock insurer which files with the
Securities and Exchange Commission forms of proxies, consents and authorizations complying with
the requirements of the Securities and Exchange Act of 1934 and the Securities and Exchange Acts
Amendments of 1964 and regulation X-14 of the Securities and Exchange Commission promulgated
thereunder shall be exempt from the provisions of this regulation.

191—7.2(523) Proxies, consents and authorizations. No domestic stock insurer, or any director, officer
or employee of such insurer subject to 7.1(523) hereof, or any other person, shall solicit, or permit the
use of the person’s name to solicit, by mail or otherwise, any proxy, consent or authorization in respect
of any stock of such insurer in contravention of this regulation and Schedules A and B hereto annexed
and hereby made a part of this regulation.

191—7.3(523) Disclosure of equivalent information. Unless proxies, consents or authorizations in
respect of a stock of a domestic insurer subject to 7.1(523) hereof are solicited by or on behalf of the
management of such insurer from the holders of record of stock of such insurer in accordance with
this regulation and the schedules thereunder prior to any annual or other meeting, such insurer shall, in
accordance with this regulation and such further regulations as the commissioner may adopt, file with
the commissioner, and transmit to all stockholders of record information substantially equivalent to the
information which would be required to be transmitted if a solicitation were made.

191—7.4(523) Definitions.

7.4(1) The definitions and instructions set out in Schedule SIS, as promulgated by the National
Association of Insurance Commissioners, shall be applicable for purposes of this regulation.

7.4(2) The terms “solicit” and “solicitation” for purposes of this regulation shall include:

a.  Any request for proxy, whether or not accompanied by or included in a form of proxy; or

b.  Any request to execute or not to execute, or to revoke, a proxy; or

c¢.  The furnishing of a proxy or other communication to stockholders under circumstances
reasonably calculated to result in the procurement, withholding or revocation of a proxy.

7.4(3) The terms “solicit” and “solicitation” shall not include:

a. Any solicitation by a person in respect of stock of which the person is the beneficial owner;

b.  Action by a broker or other person in respect to stock carried in that person’s name or in the
name of that person’s nominee in forwarding to the beneficial owner of such stock soliciting material
received from the company, or impartially instructing such beneficial owner to forward a proxy to the
person, if any, to whom the beneficial owner desires to give a proxy, or impartially requesting instructions
from the beneficial owner with respect to the authority to be conferred by the proxy and stating that a
proxy will be given if the instructions are received by a certain date;

c.  The furnishing of a form of proxy to a stockholder upon the unsolicited request of such
stockholder, or the performance by any person of ministerial acts on behalf of a person soliciting a

proxy.
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191—7.5(523) Information to be furnished to stockholders.

7.5(1) No solicitation subject to this regulation shall be made unless each person solicited is
concurrently furnished or has previously been furnished with a written proxy statement containing the
information specified in Schedule A.

7.5(2) If the solicitation is made on behalf of the management of the insurer and relates to an annual
meeting of stockholders at which directors are to be elected, each proxy statement furnished pursuant to
7.5(1) hereof shall be accompanied or preceded by an annual report (in preliminary or final form) to such
stockholders containing such financial statements for the last fiscal year as are referred to in Schedule
SIS under the heading “Financial Reporting to Stockholders.” Subject to the foregoing requirements with
respect to financial statements, the annual report to stockholders may be in any form deemed suitable by
the management.

7.5(3) Two copies of each report sent to the stockholder pursuant to this rule shall be mailed to the
commissioner not later than the date on which such report is first sent or given to stockholders or the date
on which preliminary copies of solicitation material are filed with the commissioner pursuant to 7.7(1),
whichever date is later.

191—7.6(523) Requirements as to proxy.

7.6(1) The form of proxy (a) shall indicate in bold-face type whether or not the proxy is solicited on
behalf of the management, (b) shall provide a specifically designated blank space for dating the proxy,
and (c) shall identify clearly and impartially each matter or group of related matters intended to be acted
upon, whether proposed by the management, or stockholders. No reference need be made to proposals
as to which discretionary authority is conferred pursuant to 7.6(3) hereof.

7.6(2) Means shall be provided in the proxy for the person solicited to specify by ballot a choice
between approval or disapproval of each matter or group of related matters referred to therein, other
than elections to office. A proxy may confer discretionary authority with respect to matters as to which
a choice is not so specified if the form of proxy states in bold-face type how it is intended to vote the
shares or authorization represented by the proxy in each such case.

7.6(3) A proxy may confer discretionary authority with respect to other matters which may come
before the meeting, provided the persons on whose behalf the solicitation is made are not aware a
reasonable time prior to the time the solicitation is made that any other matters are to be presented for
action at the meeting and provided further that a specific statement to that effect is made in the proxy
statement or in the form of proxy.

7.6(4) No proxy shall confer authority (a) to vote for the election of any person to any office for
which a bona fide nominee is not named in the proxy statement, or (b) to vote at any annual meeting
other than the next annual meeting (or any adjournment thereof) to be held after the date on which the
proxy statement and form of proxy are first sent or given to stockholders.

7.6(5) The proxy statement or form of proxy shall provide, subject to reasonable specified conditions,
that the proxy will be voted and that where the person solicited specifies by means of ballot provided
pursuant to 7.6(2) hereof a choice with respect to any matter to be acted upon, the vote will be in
accordance with the specifications so made.

7.6(6) The information included in the proxy statement shall be clearly presented and the statements
made shall be divided into groups according to subject matter, with appropriate headings. All printed
proxy statements shall be clearly and legibly presented.

191—7.7(523) Material required to be filed.

7.7(1) Two preliminary copies of the proxy statement and form of proxy and any other soliciting
material to be furnished to stockholders concurrently therewith shall be filed with the commissioner at
least ten days prior to the date definitive copies of such material are first sent or given to stockholders, or
such shorter period prior to that date as the commissioner may authorize upon a showing of good cause
therefor.

7.7(2) Two preliminary copies of any additional soliciting material relating to the same meeting or
subject matter to be furnished to stockholders subsequent to the proxy statements shall be filed with
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the commissioner at least two days (exclusive of Saturdays, Sundays or holidays) prior to the date
copies of this material are first sent or given to stockholders or a shorter period prior to such date as
the commissioner may authorize upon a showing of good cause therefor.

7.7(3) Two definitive copies of the proxy statement, form of proxy and all other soliciting material,
in the form in which this material is furnished to stockholders, shall be filed with, or mailed for filing to,
the commissioner not later than the date such material is first sent or given to the stockholders.

7.7(4) Where any proxy statement, form of proxy or other material filed pursuant to these rules is
amended or revised, two of the copies shall be marked to clearly show such changes.

7.7(5) Copies of replies to inquiries from stockholders requesting further information and copies of
communications which do no more than request that forms of proxy theretofore solicited be signed and
returned need not be filed pursuant to this rule.

7.7(6) Notwithstanding the provisions of 7.7(1) and 7.7(2) hereof and of 7.10(5), copies of soliciting
material in the form of speeches, press releases and radio or television scripts may, but need not, be filed
with the commissioner prior to use or publication. Definitive copies, however, shall be filed with or
mailed for filing to the commissioner as required by 7.7(3) hereof not later than the date such material is
used or published. The provisions of 7.7(1) and 7.7(2) hereof and 7.10(5) shall apply, however, to any
reprints or reproductions of all or any part of such material.

191—7.8(523) False or misleading statements. No solicitation subject to this regulation shall be made
by means of any proxy statement, form of proxy, notice of meeting, or other communication, written or
oral, containing any statement which at the time and in the light of the circumstances under which it is
made, is false or misleading with respect to any material fact, or which omits to state any material fact
necessary in order to make the statements therein not false or misleading or necessary to correct any
statement in any earlier communication with respect to the solicitation of a proxy for the same meeting
or subject matter which has become false or misleading.

191—7.9(523) Prohibition of certain solicitations. No person making a solicitation which is subject
to this regulation shall solicit any undated or postdated proxy or any proxy which provides that it shall
be deemed to be dated as of any date subsequent to the date on which it is signed by the stockholder.

191—7.10(523) Special provisions applicable to election contests.

7.10(1) Applicability. This rule shall apply to any solicitation subject to this regulation by any person
or group for the purpose of opposing a solicitation subject to this regulation by any other person or group
with respect to the election or removal of directors at any annual or special meeting of stockholders.

7.10(2) Participant or participant in a solicitation.

a. For purposes of this rule the term “participant” and “participant in a solicitation” include: (1)
The insurer; (2) any director of the insurer, and any nominee for whose election as a director proxies are
solicited; (3) any other person, acting alone or with one or more other persons, committees or groups, in
organizing, directing or financing the solicitation.

b.  For the purposes of this rule the term “participant” and “participant in a solicitation” do not
include: (1) A bank, broker or dealer who, in the ordinary course of business, lends money or executes
orders for the purchase or sale of stock and who is not otherwise a participant; (2) any person or
organization retained or employed by a participant to solicit stockholders or any person who merely
transmits proxy-soliciting material or performs ministerial or clerical duties; (3) any person employed
in the capacity of attorney, accountant or advertising, public relations or financial adviser, and whose
activities are limited to the performance of the person’s duties in the course of such employment; (4)
any person regularly employed as an officer or employee of the insurer or any of its subsidiaries or
affiliates who is not otherwise a participant; or (5) any officer or director of, or any person regularly
employed by any other participant, if such officer, director, or employee is not otherwise a participant.

7.10(3) Filing of information required by Schedule B.

a. No solicitation subject to this rule shall be made by any person other than the management of
an insurer unless at least five business days prior thereto, or such shorter period as the commissioner may
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authorize upon a showing of good cause therefor, there has been filed, with the commissioner by or on
behalf of each participant in such solicitation a statement in duplicate containing the information specified
by Schedule B and a copy of any material proposed to be distributed to stockholders in furtherance of
such solicitation. Where preliminary copies of any materials are filed, distribution to stockholders should
be deferred until the commissioner’s comments have been received and complied with.

b.  Within five business days after a solicitation subject to this rule is made by the management
of an insurer, or such longer period as the commissioner may authorize upon a showing of good cause
therefor, there shall be filed with the commissioner by or on behalf of each participant in such solicitation,
other than the insurer, and by or on behalf of each management nominee for director, a statement in
duplicate containing the information specified by Schedule B.

c¢. If any solicitation on behalf of a management or any other person has been made, or if
proxy material is ready for distribution, prior to a solicitation subject to this rule in opposition thereto,
a statement in duplicate containing the information specified in Schedule B shall be filed with the
commissioner by or on behalf of each participant in such prior solicitation, other than the insurer, as
soon as reasonably practicable after the commencement of the solicitation in opposition thereto.

d. If, subsequent to the filing of the statements required by paragraphs “a,” “b” and “c” of this
subrule, additional persons become participants in a solicitation subject to this rule, there shall be filed
with the commissioner by or on behalf of each such person, a statement in duplicate containing the
information specified by Schedule B, within three business days after such person becomes a participant,
or such longer period as the commissioner may authorize upon a showing of good cause therefor.

e. If any material change occurs in the facts reported in any statement filed by or on behalf of any
participant, an appropriate amendment to such statement shall be filed promptly with the commissioner.

/- Each statement and amendment thereto filed pursuant to this paragraph shall be part of the
public files of the commissioner.

7.10(4) Solicitations prior to furnishing required written proxy statement. Notwithstanding the
provisions of 7.5(1), a solicitation subject to this rule may be made prior to furnishing stockholders
a written proxy statement containing the information specified in Schedule A with respect to such
solicitation, provided that:

a.  The statements required by 7.10(3) hereof are filed by or on behalf of each participant in such
solicitation.

b.  No form of proxy is furnished to stockholders prior to the time the written proxy statement
required by 7.5(1) is furnished to such persons. Provided, however, that this paragraph “b” shall not
apply where a proxy statement then meeting the requirements of Schedule A has been furnished to
stockholders.

c. At least the information specified in paragraphs “6” and “c” of the statements required by
7.10(3) hereof to be filed by each participant, or an appropriate summary thereof, are included in each
communication sent or given to stockholders in connection with the solicitation.

d. A written proxy statement containing the information specified in Schedule A with respect to
a solicitation is sent or given stockholders at the earliest practicable date.

7.10(5) Solicitations  prior to furnishing required written proxy statement—Filing
requirements. Two copies of any soliciting material proposed to be sent or given to stockholders prior
to the furnishing of the written proxy statement required by 7.5(1) shall be filed with the commissioner
in preliminary form at least five business days prior to the date definitive copies of such material are
first sent or given to such persons, or shorter period as the commissioner may authorize upon a showing
of good cause therefor.

7.10(6) Application of this section to report. Notwithstanding the provisions of 7.5(2) and 7.5(3),
two copies of any portion of the report referred to in 7.5(2) which comments upon or refers to any
solicitation subject to this rule, or any participant in any such solicitation, other than the solicitation by
the management, shall be filed with the commissioner, as proxy material subject to this regulation. Such
portion of the report shall be filed with the commissioner, in preliminary form, at least five business days
prior to the date copies of the report are first sent or given to stockholders.

These rules are intended to implement Iowa Code chapter 523.
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SCHEDULE A
INFORMATION REQUIRED IN PROXY STATEMENT

Item 1. Revocability of proxy. State whether or not the person giving the proxy has the power to
revoke it. If the right of revocation before the proxy is exercised is limited or is subject to compliance
with any formal procedure, briefly describe such limitation or procedure.

Item 2. Dissenters’ rights of appraisal. Outline briefly the rights of appraisal or similar rights of
dissenting stockholders with respect to any matter to be acted upon and indicate any statutory procedure
required to be followed by such stockholders in order to perfect their rights. Where such rights may be
exercised only within a limited time after the date of the adoption of a proposal, the filing of a charter
amendment, or other similar act, state whether the person solicited will be notified of such date.

Item 3. Persons making solicitations not subject to 7.10(523).

a. If the solicitation is made by the management of the insurer, so state. Give the name of any
director of the insurer who has informed the management in writing that he intends to oppose any action
intended to be taken by the management and indicate the action which he tends to oppose.

b. If the solicitation is made otherwise than by the management of the insurer, state the names and
addresses of the persons by whom and on whose behalf it is made and the names and addresses of the
persons by whom the cost of solicitation has been or will be borne, directly or indirectly.

c. If the solicitation is to be made by specially engaged employees or paid solicitors, state (1) the
material features of any contract or arrangement for such solicitation and identify the parties, and (2) the
cost or anticipated cost thereof.

Item 4. Interest of certain persons in matters to be acted upon. Describe briefly any substantial
interest, direct or indirect, by stockholdings or otherwise, of any director, nominee for election for
director, officer and, if the solicitation is made otherwise than on behalf of management, each person
on whose behalf the solicitation is made, in any matter to be acted upon other than elections to office.

Item 5. Stocks and principal stockholders.

a. State, as to each class of voting stock of the insurer entitled to be voted at the meeting, the number
of shares outstanding and the number of votes to which each class is entitled.

b. Give the date as of which the record list of stockholders entitled to vote at the meeting will be
determined. Ifthe right to vote is not limited to stockholders of record on that date, indicate the conditions
under which other stockholders may be entitled to vote.

c. If action is to be taken with respect to the election of directors and if the persons solicited have
cumulative voting rights, make a statement that they have such rights and state briefly the conditions
precedent to the exercise thereof.

Item 6. Nominees and directors. If action is to be taken with respect to the election of directors
furnish the following information in tabular form to the extent practicable, with respect to each person
nominated for election as a director and each other person whose term of office as a director will continue
after the meeting:

a. Name each person, state expiration of term of office or the term of office for which the person is
a nominee will expire, and all other positions and office with the insurer presently held by that person,
and indicate which persons are nominees for election as directors at the meeting.

b. State the nominee’s present principal occupation or employment and give the name and principal
business of any corporation or other organization in which employment is carried on. Furnish similar
information as to all of the nominee’s principal occupations or employments during the last five years,
unless the nominee is now a director and was elected to the present term of office by a vote of stockholders
at a meeting for which proxies were solicited under this regulation.



Ch7,p.6 Insurance[191] IAC 7/2/08

c. If the nominee is or has previously been a director of the insurer, state the period or periods during
which the nominee has served.

d. State, as of the most recent practicable date, the approximate amount of each class of stock of the
insurer or any of its parents, subsidiaries or affiliates other than directors’ qualifying shares, beneficially
owned directly or indirectly by the director. If the director is not the beneficial owner of any such stocks
make a statement to that effect.

Item 7. Remuneration and other transactions with management and others. Furnish the
information reported or required in Item One of Schedule SIS under the heading “Information Regarding
Management and Directors” if action is to be taken with respect to (a) the election of directors, (b) any
remuneration plan, contract or arrangement in which any director, nominee for election as a director,
or officer of the insurer will participate, (¢) any pension or retirement plan in which any such person
will participate, or (d) the granting or extension to any such person of any options, warrants or rights to
purchase any stocks, other than warrants or rights issued to stockholders, as such, on a pro rata basis. If
the solicitation is made on behalf of persons other than the management, information shall be furnished
only as to Item 1-A of the aforesaid heading of Schedule SIS.

Item 8. Bonus, profit sharing and other remuneration plans. If action is to be taken with respect
to any bonus, profit sharing, or other remuneration plan, of the insurer, furnish the following information:

a. A brief description of the material features of the plan, each class of persons who will participate
therein, the approximate number of persons in each such class, and the basis of such participation.

b. The amounts which would have been distributable under the plan during the last calendar year to
(1) each person named in item 7 of this schedule, (2) directors and officers as a group, and (3) all other
employees as a group, if the plan had been in effect.

c. Ifthe plan to be acted upon may be amended (other than by a vote of the stockholders) in a manner
which would materially increase the cost thereof to the insurer or to materially alter the allocation of the
benefits as between the groups specified in paragraph “b” of this item, the nature of such amendments
should be specified.

Item 9. Pension and retirement plans. If action is to be taken with respect to any pension or
retirement plan of the insurer, furnish the following information:

a. A brief description of the material features of the plan, each class of persons who will participate
therein, the approximate number of persons in each such class, and the basis of such participation.

b. State (1) the approximate total amount necessary to fund the plan with respect to past services,
the period over which such amount is to be paid, and the estimated annual payments necessary to pay
the total amount over such period; (2) the estimated annual payment to be made with respect to current
services; and (3) the amount of such annual payments to be made for the benefit of each person named
in item 7 of this schedule, directors and officers as a group, and employees as a group.

c. If the plan to be acted upon may be amended (other than by a vote of stockholders) in a manner
which would materially increase the cost thereof to the insurer or to materially alter the allocation of the
benefits as between the groups specified in paragraph “b ”(3) of this item, the nature of such amendments
should be specified.

Item 10. Options, warrants, or rights. If action is to be taken with respect to the granting or
extension of any options, warrants or rights (all referred to herein as “warrants”) to purchase stock of the
insurer or any subsidiary or affiliate, other than warrants issued to all stockholders on a pro rata basis,
furnish the following information:

a. The title and amount of stock called for or to be called for, the prices, expiration dates and
other material conditions upon which the warrants may be exercised, the consideration received or to
be received by the insurer, subsidiary or affiliate for the granting or extension of the warrants and the
market value of the stock called for or to be called for by the warrants, as of the latest practicable date.
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b. If known, state separately the amount of stock called for or to be called for by warrants received
or to be received by the following persons, naming each such person: (1) Each person named in item 7
of this schedule, and (2) each other person who will be entitled to acquire 5 percent or more of the stock
called for or to be called for by such warrants.

c. If known, state also the total amount of stock called for or to be called for by such warrants,
received or to be received by all directors and officers of the company as a group and all employees,
without naming them.

Item 11. Authorization or issuance of stock.

a. If action is to be taken with respect to the authorization or issuance of any stock of the insurer
furnish the title, amount and description of the stock to be authorized or issued.

b. If the shares of stock are other than additional shares of common stock of a class outstanding,
furnish a brief summary of the following, if applicable: dividend, voting liquidation, preemptive, and
conversion rights, redemption and sinking fund provisions, interest rate and date of maturity.

c. If the shares of stock to be authorized or issued are other than additional shares of common stock
of a class outstanding, the commissioner may require financial statements comparable to those contained
in the annual report.

Item 12. Mergers, consolidations, acquisitions and similar matters.

a. If action is taken with respect to a merger, consolidation, acquisition, or similar matter, furnish in
brief outline the following information:

(1) The rights of appraisal or similar rights of dissenters with respect to any matters to be acted upon.
Indicate any procedure required to be followed by dissenting stockholders in order to perfect such rights.

(2) The material features of the plan or agreement.

(3) The business done by the company to be acquired or whose assets are being acquired.

(4) If available, the high and low sales prices for each quarterly period within two years.

(5) The percentage of outstanding shares which must approve the transaction before it is
consummated.

b. For each company involved in a merger, consolidation or acquisition, the following financial
statements should be furnished:

(1) A comparative balance sheet as of the close of the last two fiscal years.

(2) A comparative statement of operating income and expenses for each of the last two fiscal years
and, as a continuation of each statement, a statement of earnings per share after related taxes and cash
dividends paid per share.

(3) A pro forma combined balance sheet and income and expenses statement for the last fiscal year
giving effect to the necessary adjustments with respect to the resulting company.

Item 13. Restatement of accounts. If action is to be taken with respect to the restatement of any
asset, capital, or surplus of the insurer, furnish the following information:

a. State the nature of the restatement and the date as of which it is to be effective.

b. Outline briefly the reasons for the restatement and for the selection of the particular effective date.

c. State the name and amount of each account affected by the restatement and the effect of the
restatement thereon.

Item 14. Matters not required to be submitted. If action is to be taken with respect to any matter
which is not required to be submitted to a vote of stockholders, state the nature of such matter, the reason
for submitting it to a vote of stockholders and what action is intended to be taken by the management in
the event of a negative vote on the matter by the stockholders.

Item 15. Amendment of charter, bylaws or other documents. If action is to be taken with respect
to any amendment of the insurer’s charter, bylaws or other documents as to which information is not
required above, state briefly the reasons for and general effect of such amendment and the vote needed
for its approval.
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SCHEDULE B
INFORMATION TO BE INCLUDED IN STATEMENTS FILED BY OR ON BEHALF
OF A PARTICIPANT (OTHER THAN THE INSURER) IN A PROXY SOLICITATION
IN AN ELECTION CONTEST

Item 1. Insurer. State the name and address of the insurer.

Item 2. Identity and background.

a. State the following:

(1) Your name and business address.

(2) Your present principal occupation or employment and the name, principal business and address
of any corporation or other organization in which such employment is carried on.

b. State the following:

(1) Your residence address.

(2) Information as to all material occupations, positions, offices or employments during the last ten
years, giving starting and ending dates of each and the name, principal business and address of any
business corporation or other business organization in which each such occupation, position, office or
employment was carried on.

c¢. State whether or not you are or have been a participant in any other proxy contest involving this
company or other companies within the past ten years. If so, identify the principals, the subject matter
and your relationship to the parties and the outcome.

d. State whether or not, during the past ten years, you have been convicted in a criminal proceeding
(excluding traffic violations or similar misdemeanors) and, if so, give dates, nature of conviction, name
and location of court, and penalty imposed or other disposition of the case. A negative answer to this
subitem need not be included in the proxy statement or other proxy-soliciting material.

Item 3. Interest in stock of the insurer.

a. State the amount of each class of stock of the insurer which you own beneficially, directly or
indirectly.

b. State the amount of each class of stock of the insurer which you own of record but not beneficially.

c. State with respect to the stock specified in “a” and “b” the amounts acquired within the past two
years, the dates of acquisition and the amounts acquired on each date.

d. If any part of the purchase price or market value of any of the stock specified in paragraph “c” is
represented by funds borrowed or otherwise obtained for the purpose of acquiring or holding such stock,
so state and indicate the amount of the indebtedness as of the latest practicable date. If such funds were
borrowed or obtained otherwise than pursuant to a margin account or bank loan in the regular course of
business of a bank, broker or dealer, briefly describe the transaction, and state the names of the parties.

e. State whether or not you are a party to any contracts, arrangements or understandings with any
person with respect to any stock of the insurer, including but not limited to joint ventures, loan or option
arrangements, puts or calls, guarantees against losses or profits, or the giving or withholding of proxies.
If so, name the persons with whom such contracts, arrangements, or understandings exist and give the
details thereof.

/- State the amount of stock of the insurer owned beneficially, directly or indirectly, by each of your
associates and the name and address of each such associate.

g. State the amount of each class of stock of any parent, subsidiary or affiliate of the insurer which
you own beneficially, directly or indirectly.

Item 4. Further matters.
a. Describe the time and circumstances under which you became a participant in the solicitation and
state the nature and extent of your activities or proposed activities as a participant.
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b. Describe briefly, and where practicable state the approximate amount of, any material interest,
direct or indirect, of yourself and of each of your associates in any material transactions since the
beginning of the company’s last fiscal year, or in any material proposed transactions, to which the
company or any of its subsidiaries or affiliates was or is to be a party.

c¢. State whether or not you or any of your associates have any arrangement or understanding with
any person:

(1) With respect to any future employment by the insurer or its subsidiaries or affiliates; or

(2) With respect to any future transactions to which the insurer or any of its subsidiaries or affiliates
will or may be a party.

If so, describe such arrangement or understanding and state the names of the parties thereto.

Item 5. Signature. The statement shall be dated and signed in the following manner:
I certify that the statements made in this statement are true, complete, and correct, to the best of my
knowledge and belief.

Date (Signature of participant or
authorized representative)

POLICYHOLDER PROXY SOLICITATION
191—7.11(523) Application. These rules are applicable to all domestic mutual insurance companies.

191—7.12(523) Conditions—revocation. No proxy shall be valid unless signed and executed within
two months prior to such meeting or election for which said proxy was given, and such proxy shall be
limited to 30 days subsequent to the date of such meeting or election, and may be revoked at any time
by the policyholder who executed the said proxy.

191—7.13(523) Filing proxy. All proxies shall be filed with the company at least one day prior to any
meeting or election at which they are to be used.

191—7.14(523) Solicitation by agents—use of funds. Soliciting of proxies by an agent of a company
either for personal use, or for the use of officers of the company or for any other person or persons, is
forbidden. Company funds shall not be expended in procuring proxies.

191—7.15 to 7.19 Reserved.
STOCK TRANSACTION REPORTING

191—7.20(523) Statement of changes of beneficial ownership of securities.

7.20(1) Directors, executive officers, and principal stockholders of domestic insurers required to
file. Every person who is directly or indirectly the beneficial owner of more than 10 percent of any class
of any equity security of an insurer exempt from the filing requirements of Section 16 of the Securities
Exchange Act of 1934 pursuant to Section 12(g)(2)(G) of the Act, or who is a director or an executive
officer of the issuer of such security, shall file the statements required by this rule with the commissioner.

7.20(2) Time of filing.

a. An initial statement of beneficial ownership form shall be filed:

(1) Within ten days after a person becomes such beneficial owner, director, or executive officer;

(2) Within ten days after the insurer would become subject to filing requirements under Section 16
of the Securities Exchange Act of 1934 but for the exemptions set forth in Section 12(g)(2)(G) of the
Act; or

(3) Within ten days after the effective date of an insurer’s filing of a registration statement registering
a class of equity securities on a national securities exchange.
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b.  An annual statement of beneficial ownership form shall be filed by each director, executive
officer or beneficial owner of more than 10 percent of any class of any equity security within 45 days of
the end of each fiscal year.

c¢. A statement of changes in beneficial ownership form shall be filed by each director, executive
officer or beneficial owner of more than 10 percent of any class of any equity security before the end
of the second business day following the day on which a transaction resulting in a change in beneficial
ownership has been executed.

7.20(3) Exceptions to the two-business-day filing deadline.

a. Definitions.

“Discretionary transaction” means a transaction pursuant to an employee benefit plan that:

1. Is at the volition of the participant;

2. Is not made in connection with the participant’s death, disability, retirement or termination of
employment;

3. Isnotrequired to be made available to a plan participant pursuant to a provision of the Internal
Revenue Code of 1986; and

4. Results in either an intra-plan transfer involving an issuer equity securities fund or a cash
distribution funded by a volitional disposition of an issuer equity security.

“Excess benefit plan” means an employee benefit plan that is operated in conjunction with a qualified
plan and provides only the benefits or contributions that would be provided under a qualified plan but
for any benefit or contribution limitations set forth in the Internal Revenue Code of 1986.

“Internal Revenue Code of 1986~ means the Internal Revenue Code of 1986 as amended through
July 1, 2005, or if later, the date provided for in lowa Code section 422.3(5).

“Qualified plan” means an employee benefit plan that satisfies the coverage and participation
requirements of Sections 410 and 401(a)(26) of the Internal Revenue Code of 1986.

“Stock purchase plan” means an employee benefit plan that satisfies the coverage and participation
requirements of Sections 423(b)(3) and 423(b)(5), or Section 410, of the Internal Revenue Code of 1986.

b.  Any acquisition of securities resulting from the reinvestment of dividends or interest on
securities of the same issuer shall be exempt from the filing requirements under paragraph 7.20(2) “c” if
the acquisition is made pursuant to a plan providing for the regular reinvestment of dividends or interest
and the plan provides for broad-based participation, does not discriminate in favor of employees of the
issuer, and operates on substantially the same terms for all plan participants.

¢.  Any transaction (other than a discretionary transaction) pursuant to a qualified plan, and excess
benefit plan, or a stock purchase plan shall be exempt from the filing requirements under paragraph
7.20(2) “c” without condition.

d.  The increase or decrease in the number of securities held as a result of a stock split or stock
dividend applying equally to all securities of that class, including a stock dividend in which equity
securities of a different issuer are distributed, shall be exempt from the filing requirements under
paragraph 7.20(2) “c.”

e. The acquisition or disposition of equity securities pursuant to a domestic relations order, as
defined in the Internal Revenue Code of 1986; or the Employee Retirement Income Security Act, or the
rules thereunder, shall be exempt from the filing requirements under paragraph 7.20(2) “c.”

IZNE]

£~ Any transaction exempt from the filing requirements under paragraph 7.20(2) “c” pursuant to
7.20(3) shall nonetheless be included in any subsequent filing required under paragraph 7.20(2) “a” or
wp

7.20(4) Content of statements.

a. A statement filed under paragraph “a” or “b” of subrule 7.20(2) shall contain a statement of
the amount of all equity securities of such issuer of which the filing person is the beneficial owner; and

b. A statement filed under paragraph “c” of subrule 7.20(2) shall indicate ownership by the filing
person at the date of filing and any change in ownership since the most recent filing.

7.20(5) Electronic filing and availability.

a. A statement filed under subrule 7.20(2) may be filed electronically; and
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b.  The insurer (if the insurer maintains a corporate Web site) shall post each statement on its
corporate Web site no later than the end of the second business day following the filing of the statement.
This rule is intended to implement lowa Code section 523.7.
These rules are intended to implement lowa Code chapter 523.
[Filed 4/15/66]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed emergency 11/30/05—published 12/21/05, effective 12/31/05]


https://www.legis.iowa.gov/docs/ico/section/523.7.pdf
https://www.legis.iowa.gov/docs/ico/chapter/523.pdf
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CHAPTER 8

BENEVOLENT ASSOCIATIONS
[Appeared as ch 7, 1973 IDR]
[Prior to 10/22/86, Insurance Department[510]]

191—8.1 and 8.2 Reserved.

191—8.3(512A) Organization. Before any new benevolent association shall form or operate in this
state, it shall first file with the commissioner for examination and approval one copy of its general plan
of organization and operation, an original and two copies of its articles of incorporation, an original and
one copy of any bylaws, and two copies of its certificate of membership with application blank. All fees
for examination and filing in the office of the commissioner and the secretary of state as prescribed by
law must accompany the association’s submission.

8.3(1) The plan of organization and operation must set forth in detail any and all fees, dues and
assessments to be made against the membership, the intended size and grouping of the membership,
the method of member enrollment and procedure for replacement of deceased or left members, the
establishment of any reserves or surplus funds, and the intended name and business address of the
association. The plan shall also contain a biographical sketch of all organizers and officers and comply
with the laws and regulations governing benevolent associations.

8.3(2) If an association is organized or becomes organized under lowa Code chapter S04A for the
purpose of selling or offering for sale stock to the public of this state such offer must be fully disclosed
in the plan of organization and if such offer is exempt from registration the specific exemption must be
set forth in the plan.

8.3(3) Reserved.

8.3(4) Except where a public stock offer is made, the plan of operation for associations existing
prior to the adoption of this regulation may be contained in its bylaws, however, such plan shall be in
accordance with the laws and regulations pertaining to such associations.

191—8.4(512A) Membership. Each association shall have one or more groups or units consisting of not
more than 1250 members per group or unit who may make voluntary contributions to the association for
distribution to the beneficiary of a deceased member or to the members as contributions toward expenses
incurred by accident or sickness.

8.4(1) If membership in the association is conditioned upon the payment of benefit assessments
levied against the members, such loss or cancellation of membership shall take place only if a member,
after being notified by mail of such assessment, has failed to remit a contribution within 30 days from
the date of mailing of the benefit assessment notice. The association may thereafter serve notice of
cancellation of membership which shall provide that if all delinquencies are not paid within 10 days
after mailing of such notice, all benefits of membership shall be fully terminated.

8.4(2) Rescinded, effective April 20, 1983.

191—8.5(512A) Fees, dues and assessments. Benevolent associations may make charges against the
membership in the form of benefit assessments, enrollment fees or dues and operational expense fees.

8.5(1) An enrollment fee or dues to cover initial expenses may be charged but such fees or dues shall
not exceed $10 per enrollee membership. If two or more enrollees are in one family, the enrollment fee
shall not exceed $8 for each person, provided that the family unit enrolls at the same time.

8.5(2) A benefit assessment may be made against the group or unit membership to cover each valid
claim presented by a member or the named beneficiary of a deceased member of that unit or group.
The benefit portion of the assessment shall not exceed the maximum benefit payable as stated upon
the certificate of membership by more than 20 percent of the maximum benefit payable to the claiming
member or beneficiary of a member.

8.5(3) In addition to the benefit contribution an expense fee may be added as a separate item to
each assessment or as a separate periodical assessment, provided the expense portion of any assessment
represents actual costs directly related to the collection and payment of the certificate benefit, and further
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provided that said fee is identified as an expense charge. Reasonable directors’ fees and salaries of
officers shall be considered as expenses to the association.

8.5(4) Any assessment levied against the members of a group or unit, other than any reasonable
corporate dividends or undivided profits as declared by the board of directors, shall be considered as
trust funds belonging to the members of the group and shall not become the property of the association
itself, except for that portion of the assessment or contribution added as a separate item for expenses in
the collection and distribution of such fund.

191—8.6(512A) Reserve fund. Any moneys remaining after the payment of a benefit by the association,
except the expense contribution and any reasonable corporate dividends or undivided profits, shall be
maintained as a reserve fund to be used only for the benefit of the members of the specific group or unit
from which it was collected. Such reserve funds shall be used periodically as determined by the board
of directors to pay benefits to a claiming member or the beneficiary of a member without making an
assessment against the membership of the group or unit.

Any association in existence before January 1, 1967, having presently in use an equally equitable
plan for the periodic distribution of the reserve funds, can continue to use such plan provided it is fully
disclosed in writing to the commissioner and has been approved by the commissioner for use.

191—8.7(512A) Certificates. In addition to the requirements of lowa Code section 512A.7 as they
concern the membership certificates, said certificates shall also contain sufficient information to inform
a member or a member’s beneficiary on the proper procedure in the filing of a claim, including any
limitations or exclusions affecting the claim.

191—8.8(512A) Beneficiaries. In the application for membership, the applicant may designate a
beneficiary or beneficiaries. If no beneficiary is named or the named beneficiary or beneficiaries do not
survive the member, the estate shall become the beneficiary.

Each association shall have forms to provide for the change of beneficiary in the event a member
wishes to change or add a beneficiary.

191—8.9(512A) Mergers. Should the membership of a group or unit fall below 50 percent of its
established size as set forth in the plan of operation, such group or unit shall be merged into another
existing group in the association and any funds of the depleted membership group shall become the
reserve funds of the group into which it is merged.

If the entire membership of an association falls below 60 percent of its established size as described
in its plan of operation, such association must make a bona fide attempt to merge with another such
association to protect the interests of the remaining members. Any reserve funds of the merging
association shall become the reserve funds of the surviving merged association. If merger attempts are
unsuccessful, the association must present a plan of reorganization to the commissioner for approval.

191—8.10(512A) Directors and officers. Each benevolent association shall have at least three persons
on its board of directors at all times and shall have more than one person act as corporate officer.

191—8.11(512A) Stockholders. If any benevolent association issues stock, such association shall have
its stock owned by more than one stockholder.

191—8.12(512A) Bookkeeping and accounts. Each benevolent association shall maintain a set of
books and records in accordance with normally accepted accounting procedures. Such books and
records shall be used to supply the information requested in the annual statement provided each year
by the insurance commissioner.
These rules are intended to implement lowa Code chapter 512A.
[Filed November 30, 1967]
[Filed 2/23/83, Notice 1/19/83—published 3/16/83, effective 4/20/83]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]


https://www.legis.iowa.gov/docs/ico/chapter/512A.pdf
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CHAPTER 9
REPORTING REQUIREMENTS ON LICENSES

[Prior to 10/22/86, Insurance Department[510]]

Rescinded IAB 10/2/02, effective 11/6/02
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INSURANCE PRODUCERS

CHAPTER 10
LICENSING OF INSURANCE PRODUCERS

DIVISION I
LICENSING OF INSURANCE PRODUCERS

191—10.1(522B) Purpose and authority.

10.1(1) The purpose of these rules is to set out the requirements, procedures and fees relating to the
qualification, licensure and appointment of insurance producers.

10.1(2) These rules are authorized by lowa Code section 505.8 and are intended to implement lowa
Code chapters 252J, 261 and 522B.

191—10.2(522B) Definitions.

“Appointment” means a notification filed with the division or its designated vendor that an insurer
has established an agency relationship with a producer. A company filing such a request must verify that
the producer is licensed for the appropriate line(s) of authority.

“Birth month” means the month in which a producer was born.

“Business entity” means a corporation, association, partnership, limited liability company, limited
liability partnership or other legal entity.

“Commissioner” means the lowa insurance commissioner.

“CSAC” means college student aid commission.

“CSRU” means child support recovery unit.

“Division” means the lowa insurance division.

“Home state” means the District of Columbia and any state or territory of the United States in which
a producer maintains the producer’s principal place of residence or principal place of business and is
licensed to act as a producer.

“Individual” means a private or natural person, as distinguished from a partnership, corporation or
association.

“Insurance” means any of the lines of insurance listed in subrule 10.7(1).

“License” means the division’s authorization for a person to act as a producer for the authorized
lines of insurance.

“License number” means the National Insurance Producer Registry (NIPR) national producer
number (NPN) issued to all licensees whose license records exist in the state producer licensing
database (SPLD). For purposes of this definition, “state producer licensing database (SPLD)” means
the national database of producers maintained by the National Association of Insurance Commissioners
(NAICQ), its affiliates or subsidiaries.

“National Insurance Producer Registry” or “NIPR” means the nonprofit affiliate of the National
Association of Insurance Commissioners (NAIC). The NIPR’s Web site is www.NIPR.com.

“Negotiate” means the act of conferring directly with or offering advice directly to a purchaser or
prospective purchaser of a particular contract of insurance concerning any of the substantive benefits,
terms or conditions of the contract provided that the person engaged in that act either sells insurance or
obtains insurance for purchasers.

“NIPR Gateway” means the communication network developed and operated by NIPR that links
state insurance regulators with the entities they regulate to facilitate the electronic exchange of producer
information regarding license applications, license renewals, appointments and terminations.

“Nonresident” means a person whose home state is not lowa.

“Notification” means a written or electronic communication from a producer to the division.

“Person” means an individual or a business entity.

“Producer” or “insurance producer” means a person required to be licensed in this state to sell,
solicit or negotiate insurance.



Ch 10, p.2 Insurance[191] IAC 11/18/09

“Producer renewal notice” means an electronic communication issued by the division to inform a
producer about license renewal.

“Resident” means a person whose home state is lowa.

“Sell” means to exchange a contract of insurance by any means, for money or its equivalent, on
behalf of an insurer.

“Solicit” or “solicitation” means attempting to sell insurance or asking or urging a person to apply
for a particular kind of insurance from a particular company.

“Termination” means that an insurer has ended its agency relationship with a producer.

“Termination for cause” means that an insurer has ended its agency relationship with a producer for
one of the reasons set forth in lowa Code section 522B.11.

“Uniform application” means the National Association of Insurance Commissioners’ uniform
application for resident and nonresident insurance producer licensing, as it appears on the NAIC Web

site.
[ARC 7836B, IAB 6/3/09, effective 7/8/09]

191—10.3(522B) Requirement to hold a license.

10.3(1) No person may sell, solicit or negotiate insurance in lowa until that person has been issued
an lIowa producer license.

10.3(2) A person offering to the public, for a fee or commission, to engage in the business of offering
any advice, counsel, opinion or service with respect to the benefits, advantages or disadvantages promised
under any policy of insurance must be licensed as a producer.

10.3(3) A person shall not advise an lowa resident to cancel, not renew, or otherwise change
an existing insurance policy unless that person holds an Iowa producer license regarding the line of
insurance for which the advice is given. This subrule shall not apply to a licensed attorney or certified
public accountant who does not sell or solicit insurance.

10.3(4) The license itself does not provide the producer with any authority to represent or commit
an insurer.

191—10.4(522B) Licensing of resident producers.

10.4(1) A person whose home state is lowa and who desires to be licensed as a producer must satisfy
the following requirements:

a. Be at least 18 years of age,

b.  Have not committed any act that is grounds for denial under subrule 10.20(4).

¢. Submit a completed uniform application,

d.  Pass an examination in the line of authority sought, and

e.  Pay the appropriate producer license fee.

10.4(2) Examinations are conducted by the outside testing service on contract with the division.
Applications and fees for examinations and for initial producer licensing will be submitted either to
the outside testing service on contract with the division or as directed by the division. Instructions are
available at the division’s Web site: www.iid.state.ia.us.

10.4(3) Reserved.

10.4(4) Examination results are valid for 90 days after the date of the test. Failure to apply for
licensure within 90 days after the examination is passed shall void the examination results.

10.4(5) Amendments to producer licenses shall be done either by an outside vendor or by the
division, as directed by the division. Any licensed producer desiring to become licensed in an additional
line of authority shall:

a. Submit a completed uniform application form through the NIPR Gateway or as directed by
the division, specifying the line(s) of authority requested to be added. Instructions are available at the
division’s Web site: www.iid.state.ia.us; and

b.  For each line of authority requested to be added, pass any required examination.

10.4(6) A producer who holds a personal lines authority can obtain property and casualty lines of
authority upon successful completion of the commercial insurance subject examination.
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10.4(7) To receive a license for excess and surplus lines, the applicant must have successfully
completed the excess and surplus lines examination and also have successfully completed either: (1)
the examinations for property and casualty lines of authority; or (2) the examination for personal lines
of authority and the commercial insurance subject examination.

10.4(8) To receive a license for the variable products line of authority, the applicant must:

a. Hold an active lowa insurance license with a life insurance line of authority;

b.  Pass the Financial Industry Regulatory Authority (FINRA) examinations necessary to obtain
an Iowa securities license; and

c.  File an application through the NIPR Gateway or as directed by the division to amend the license
to add the variable products line of authority.

10.4(9) The division may require any documents reasonably necessary to verify the information
contained in the application or to verify that the individual making application has the character and
competency required to receive a producer license. If an applicant does not provide the additional
information requested by the division within 45 days of receipt of the request, the application will expire
and the license fee will not be returned.

191—10.5(522B) Licensing of nonresident producers.

10.5(1) A producer for whom Iowa is not the home state who desires to sell, solicit or negotiate
insurance in lowa must satisfy the following requirements to obtain an Iowa nonresident producer
license:

a. Be licensed and in good standing in the home state;

b.  Submit a proper request for licensure to the division through the NIPR Gateway; and

c.  Pay the appropriate fee.

10.5(2) Any licensed nonresident producer desiring to become licensed in an additional line of
authority shall submit to the division using the NIPR Gateway a completed application form specifying
the line(s) of authority requested to be added.

10.5(3) A license will not be issued to a nonresident producer if the producer’s resident state does
not issue licenses to lowa resident producers applying for nonresident producer licenses in that state or
if the producer’s resident state restricts lowa resident producers’ nonresident activities in that state.

10.5(4) The division may require any documents reasonably necessary to verify the information
contained in the application or to verify that the individual making application has the character and
competency required to receive a producer license. If an applicant does not provide the additional
information requested by the division within 45 days of receipt of the request, the application will expire
and the license fee will not be returned.

191—10.6(522B) Issuance of license.

10.6(1) A person who meets the requirements of lowa Code sections 522B.4 and 522B.5, or section
522B.7, and of rule 10.5(522B), unless otherwise denied licensure pursuant to lowa Code section
522B.11 or rule 10.20(522B), shall be issued a producer license. A producer license shall remain in
effect for an initial term of three years after the last day of the applicant's birth month of the year the
license was issued, unless revoked or suspended. A license may be continually renewed pursuant to
rule 10.8(522B) as long as the proper fees are paid and home state continuing education requirements
are met. A renewal term is three years. If not renewed, a producer license automatically terminates on
the last day of the month of the initial or renewal term.

10.6(2) Anindividual producer whose license has expired may seek reinstatement as set forth in rule
191—10.9(522B).

10.6(3) The license shall contain the producer’s name, address, license number, date of issuance,
date of expiration, the line(s) of authority held and any other information the division deems necessary.
The license number shall be the same as the producer’s National Insurance Producer Registry (NIPR)
national producer number (NPN).

10.6(4) Ifthe division issues or renews a producer license and subsequently determines that payment
for the license or renewal was returned to the division by a bank without payment, or that the credit card
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company does not approve or cancels or refuses amounts charged to the credit card, the license shall be
immediately suspended until the payments are made and any fees or penalties charged by the division
are paid, at which time the license may be reinstated. The individual may request a hearing within 30
days of receipt of notice by the division that the license was suspended.

191—10.7(522B) License lines of authority. In addition to the lines of authority listed in lowa Code
subsection 522B.6(2), the following lines of authority also are available for issuance in Iowa: crop;
surety; and reciprocal (any other line of insurance issued in another state and for which lowa grants
authority to sell, solicit or negotiate in this state).

191—10.8(522B) License renewal.

10.8(1) Upon request by a producer, the division shall electronically transmit a producer renewal
notice to a licensed producer at the producer’s last-known electronic mail address as it appears in division
records. If the division has received notification that the electronic address of record is no longer valid,
no renewal notice will be transmitted.

10.8(2) A producer must apply for license renewal within 60 days prior to the expiration date of the
license. Failure to apply to renew a license and pay appropriate fees prior to the expiration date of the
license will result in expiration of the license.

10.8(3) A producer may submit an electronic mail address to the division as directed by the division.

10.8(4) Resident producer licenses may be renewed electronically through the NIPR Gateway at
www.NIPR.com.

10.8(5) Nonresident producer licenses may be renewed only through the NIPR Gateway, or as

otherwise directed by the division.
[ARC 7836B, IAB 6/3/09, effective 7/8/09]

191—10.9(522B) License reinstatement.

10.9(1) A resident producer may reinstate an expired license up to 12 months after the license
expiration date by proving that during the CE term the producer met the CE requirements found in
191—Chapter 11, and by paying a reinstatement fee and license renewal fees. A resident producer who
fails to apply for license reinstatement within 12 months of the license expiration date must apply for a
new license.

10.9(2) A nonresident producer may reinstate an expired license up to 12 months after the expiration
date by submitting a request through the NIPR Gateway and by paying a reinstatement fee and license
renewal fee. After the 12-month period, a nonresident producer must apply for a new license.

10.9(3) A producer who has surrendered a license for a nondisciplinary reason and stated an intent
to exit the insurance business may file a request to reactivate the license. The request must be received
at the division within 90 days of the date the license was placed on inactive status. The request will be
granted if the former producer is otherwise eligible to receive the license. If the request is not received
within 90 days, the producer must apply for a new license.

191—10.10(522B) Reinstatement or reissuance of a license after suspension, revocation or
forfeiture in connection with disciplinary matters; and forfeiture in lieu of compliance.

10.10(1) The term “reinstatement” as used in this rule means the reinstatement of a suspended
license. The term “reissuance” as used in this rule means the issuance of a new license following
either the revocation of a license or the forfeiture of a license in connection with a disciplinary matter,
including but not limited to proceedings pursuant to rules 191—10.21(252J), 191—10.22(261) and
191—10.23(82GA,SF2428). This rule does not apply to the reinstatement of an expired license.

10.10(2) Any producer whose license has been revoked or suspended by order, or who forfeited a
license in connection with a disciplinary matter, may apply to the commissioner for reinstatement or
reissuance in accordance with the terms of the order of revocation or suspension or the order accepting
the forfeiture.

a. All proceedings for reinstatement or reissuance shall be initiated by the applicant who shall file
with the commissioner an application for reinstatement or reissuance of a license.
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b.  An application for reinstatement or reissuance shall allege facts which, if established, will be
sufficient to enable the commissioner to determine that the basis of revocation, suspension or forfeiture
of the applicant’s license no longer exists and that it will be in the public interest for the application to
be granted. The burden of proof to establish such facts shall be on the applicant.

¢. A producer may request reinstatement of a suspended license prior to the end of the suspension
term.

d.  Unless otherwise provided by law, if the order of revocation or suspension did not establish
terms upon which reinstatement or reissuance may occur, or if the license was forfeited, an initial
application for reinstatement or reissuance may not be made until at least one year has elapsed from the
date of the order of the suspension (notwithstanding paragraph 10.10(2) “c ), revocation, or acceptance
of the forfeiture of a license.

10.10(3) All proceedings upon the application for reinstatement or reissuance, including matters
preliminary and ancillary thereto, shall be held in accordance with Iowa Code chapter 17A. Such
application shall be docketed in the original case in which the original license was suspended, revoked,
or forfeited, if a case exists.

10.10(4) An order of reinstatement or reissuance shall be based upon a written decision which
incorporates findings of fact and conclusions of law. An order granting an application for reinstatement
or reissuance may impose such terms and conditions as the commissioner or the commissioner’s
designee deems desirable, which may include one or more of the types of disciplinary sanctions
provided by lowa Code section 522B.11. The order shall be a public record, available to the public, and
may be disseminated in accordance with lowa Code chapter 22.

10.10(5) A request for voluntary forfeiture of a license shall be made in writing to the commissioner.
Forfeiture of a license is effective upon submission of the request unless a contested case proceeding is
pending at the time the request is submitted. If a contested case proceeding is pending at the time of
the request, the forfeiture becomes effective when and upon such conditions as required by order of
the commissioner. A forfeiture made during the pendency of a contested case proceeding is considered
disciplinary action and shall be published in the same manner as is applicable to any other form of
disciplinary order.

10.10(6) When a producer’s license has been suspended for a period of time which extends beyond
the producer’s license expiration date, the license will terminate at the license expiration date, and the
producer must request reinstatement pursuant to subrule 10.10(2). If suspension for a period of time ends
prior to the producer’s license expiration date, the division shall reinstate the license at the end of the
suspension period. The commissioner is not prohibited from bringing an additional immediate action if
the producer has engaged in misconduct during the period of suspension.

191—10.11(522B) Temporary licenses. An lowa resident may apply for a temporary license pursuant
to lowa Code section 522B.10. The applicant should submit a written request to the division which
includes the reason for the request and the length of time for which the temporary license is requested.
Temporary licenses will be issued for 90 days, with extensions allowed, but in no event for longer than
180 days, pursuant to lowa Code section 522B.10.

191—10.12(522B) Change in name, address or state of residence.

10.12(1) If a producer’s name is changed, the producer must file notification with the division within
30 days of the name change. The notification must include the producer’s:

a. Prior name;

b. License number; and

c.  New name.
Notification shall be filed through the NIPR Gateway at www.NIPR.com, unless the division instructs
the producer otherwise.

10.12(2) Address change. If a resident or nonresident producer’s address is changed, the producer
must file notification with the division within 30 days of the address change. The notification must
include the producer’s:
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Name;
License number;
Previous address; and

d. New address. A producer may designate a business address instead of a resident address at the
option of the producer.

Notification shall be filed through the NIPR Gateway at www.NIPR.com, unless the division instructs
the producer otherwise.

10.12(3) A nonresident producer who moves from one state to another state or an Iowa resident
producer who moves to another state and wishes to retain an lowa producer license must file a change
of address with the division and provide a certification from the new resident state within 30 days of the
change of legal residence. No fee or license application is required. If the new resident state is actively
participating in the producer database, a letter of certification is not required. A nonresident licensed
producer who moves to lowa and wishes to retain the nonresident’s producer license must file a change
of address with the division within 90 days of the change of legal residence.

10.12(4) Issuance of an lowa nonresident producer license is contingent on proper licensure in
the nonresident producer’s home state. Termination of the producer’s resident license will be deemed
termination of the Iowa nonresident producer license unless the producer timely files a change of
address pursuant to this rule.

10.12(5) If a producer has provided an E-mail address to the division, the division has the option to
send information to the producer through the E-mail address rather than through the mail.

IS

191—10.13(522B) Reporting of actions.

10.13(1) A producer shall report to the division any actions required to be reported by lowa Code
section 522B.16.

10.13(2) A producer shall report to the division all CSAC or CSRU actions taken under or in
connection with lowa Code chapter 261 or 252J and all court orders entered in such actions.

10.13(3) Failure to file reports required by this rule is a violation of this chapter and will subject
producers to penalty pursuant to rule 191—10.20(522B).

191—10.14(522B) Commissions and referral fees.

10.14(1) Aninsurance company shall not pay, and a person shall not accept, any commission, service
fee, brokerage or other valuable consideration unless the person performing the service held a valid
license for the line of insurance for which the service was rendered at the time the service was performed.

10.14(2) A producer may assign commissions to an entity organized for the purpose of operating
that producer’s insurance business if all of the entity’s representatives who personally sell, solicit or
negotiate insurance in lowa are individually licensed as producers under lowa law.

10.14(3) An insurer or a producer may pay a nominal fee for referrals if the same fee is paid for each
referral whether or not the referral results in an insurance transaction.

10.14(4) An insurer or a producer may not charge an additional fee for services that are customarily
associated with the sale, solicitation, negotiation and servicing of an insurance policy. This prohibition
does not apply to assigned risk and commercial property/casualty policies. Any fees or other charges
that are assessed to an insurance consumer must be fully disclosed.

10.14(5) A person who is not engaged in any activities in lowa that require a producer license in
Iowa is not required to maintain an active producer license in order to receive override or hierarchy
commissions or to receive renewal commissions earned while the producer was actively engaged in
activities that required a producer license.

191—10.15(522B) Appointments.

10.15(1) Insurers are required to file appointments with the division for each producer with which
the producer has an agency relationship. The determination of whether an insurer and a producer have an
agency relationship will be made by the division based on the totality of the circumstances surrounding
the business relationship. Appointments are not issued for business entities.
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10.15(2) Insurers shall file and pay for initial appointments using the NIPR Gateway, except that
insurers authorized under lowa Code chapter 518 or 518A shall file appointments directly with the
division by arrangement with the division.

10.15(3) The notice of appointment must be filed within 30 days of the date the insurer and producer
execute an agency contract or the first insurance application is submitted to the insurer.

10.15(4) Appointment fees are set forth in rule 191—10.26(522B). The division or its designee will
electronically transmit a billing statement to insurers authorized under lowa Code chapter 518 or 518A,
and payment is due within 45 days. The division will assess a late fee of $100 for the failure to timely
pay appointment billing statements and an additional $500 on or after the forty-sixth day.

10.15(5) The division may adopt special appointment filing procedures to allow an insurer to file
one appointment request that will appoint a producer to some or all of the affiliated insurance companies
that comprise a holding company.

10.15(6) When a company loses its identity in a new company by merger, acquisition, or otherwise,
the new company must contact the licensing bureau to arrange for reappointment of the producers to the
remaining company.

10.15(7) Insurance companies are required to file the name, address, and electronic address of a
contact person for the company, to whom the billing statements will be sent. Insurance companies are
required to notify the division if a there is a change of the person appointed as the contact person or if a
change of the address of such contact occurs. If a company fails to notify the division of such a change,

the division shall charge the insurance company a $100 fee.
[ARC 7836B, IAB 6/3/09, effective 7/8/09]

191—10.16(522B) Appointment renewal.

10.16(1) On or about December 1 of each year, the division or its designee will deliver reminders
to insurance companies that appointment renewals are imminent. Appointments shall be renewed
electronically via the NIPR Gateway at www.NIPR.com.

10.16(2) On or about January 2 of each year, a list of the producers currently appointed with each
insurance company and a billing statement will be provided to each insurance company via the NIPR
Gateway. The billing statement may not be altered, amended or used for appointing or terminating
producers.

10.16(3) Payment is due on or before March 1.

10.16(4) Failure to pay renewal appointment fees by March 15 will result in termination of a
company’s appointments. Appointments that are terminated due to nonpayment of renewal fees may be
reinstated upon payment of the renewal fee plus a reinstatement fee of $500.

10.16(5) Insurance companies are required to file the name, address, and electronic address of a
contact person for the company, to whom the appointment renewals will be sent. Insurance companies
are required to notify the division if a change of the address of such contact occurs. If a company fails to
notify the division of such a change of address, the division shall charge the insurance company a $100

fee.
[ARC 7836B, IAB 6/3/09, effective 7/8/09]

191—10.17(522B) Appointment terminations.

10.17(1) When an insurance company terminates its relationship with a producer, the company shall
notify the division using the NIPR Gateway. The termination must be filed within 30 days of the date the
insurer terminated its agency relationship with the producer. The company shall also notify the producer
that the producer’s appointment has been canceled.

10.17(2) There is no fee for the filing of an appointment termination.

10.17(3) The division may adopt special procedures for the filing of termination requests for a group
of affiliated insurance companies that comprise a holding company.

10.17(4) When an insurer terminates an appointment for cause pursuant to lowa Code section
522B.14, the notification of termination may be filed according to subrule 10.17(1). The supporting
documents required by lowa Code section 522B.14 shall be submitted to the division within ten days
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of the filing of the notification. The documents shall include a certification by an officer or authorized
representative of the insurer.

191—10.18(522B) Licensing of a business entity.

10.18(1) Application. A business entity may apply for an Iowa insurance license. For purposes
of this rule, upon approval of an application by the division, the business entity shall be classified as
a producer and shall be subject to all standards of conduct and reporting requirements applicable to
producers.

10.18(2) Requirements.

a. To qualify for such a license, the business entity must:

(1) File a completed NAIC uniform business entity application through the NIPR Gateway or as
directed by the division. For purposes of this subrule, “uniform business entity application” means the
National Association of Insurance Commissioners’ uniform business entity application for resident and
nonresident business entities, as the application appears on the NAIC Web site;

(2) Designate one officer, owner, partner, or member of the business entity, which person also is a
producer licensed by the division, as the person who will have full responsibility for the conduct of all
business transactions of the business entity or of producers affiliated with the business entity;

(3) For a nonresident business entity, submit an appropriate request through the NIPR Gateway;
and

(4) Pay the license fee.

b.  The designated responsible producer shall maintain an active lowa producer license. If the
license of the designated responsible producer terminates or lapses for any reason, the business entity
must supply the division with a substitute designated responsible producer within ten days. Ifthe business
entity does not provide a substitute, the division shall terminate the license, and the entity shall submit a
new application.

10.18(3) License term. A business entity license issued under this rule shall be effective for three
years and one month, including the year of application, beginning on the first day of the month of
the business entity’s formation date and ending with the last day of the month of the business entity’s
formation date. By arrangement with the division, a business entity may choose a different month for
its license term.

10.18(4) License renewal. Upon request by a business entity, the division shall electronically
transmit a renewal notice to the electronic mail address of the business entity on file with the division
on or before the first day of the month preceding the renewal month. The renewal fee must be received
by the division or its designated vendor on or before the license expiration date. All business entities
must renew their licenses through the NIPR Gateway or as otherwise directed by the division.

10.18(5) Business address. Business entities licensed under this rule must maintain a current
business address with the division. If a business entity’s address is changed, notification from the
designated responsible producer must be submitted to the division within 30 days of the address change,
stating:

a. Name of the business entity;

b. License number;

c.  Previous address; and

d. New address.

The notification may be sent by electronic mail through the NIPR Gateway at www.NIPR.com, unless
the division instructs the producer otherwise.

10.18(6) Business name. A business entity licensed under this rule must keep the division informed
of its business name. If a business entity changes the name under which it is operating, notification
from the designated responsible producer must be submitted to the division within 30 days of the name
change. The notification may be sent by electronic mail to producer.licensing@jiid.state.ia.us, or through

the NIPR Gateway, if available.
[ARC 7836B, IAB 6/3/09, effective 7/8/09]
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191—10.19(522B) Use of senior-specific certifications and professional designations in the sale of
life insurance and annuities.

10.19(1) Purpose. The purpose of this rule is to set forth standards to protect consumers from
misleading and fraudulent marketing practices with respect to the use of senior-specific certifications
and professional designations in the solicitation, sale or purchase of, or advice made in connection with,
a life insurance or annuity product.

10.19(2) Scope. This rule shall apply to any solicitation, sale or purchase of, or advice made in
connection with, a life insurance or annuity product by a producer.

10.19(3) Authority.

a.  This rule is promulgated under the authority of lowa Code chapters 507B and 522B.

b.  Nothing in this rule shall limit the division's authority to enforce existing provisions of law.

10.19(4) Prohibited uses of senior-specific certifications and professional designations.

a. Itis an unfair and deceptive act or practice in the business of insurance within the meaning of
Iowa Code chapter 507B for a producer to use a senior-specific certification or professional designation
that indicates or implies in such a way as to mislead a purchaser or prospective purchaser that the producer
has special certification or training in advising or servicing seniors in connection with the solicitation,
sale or purchase of a life insurance or annuity product or in the provision of advice as to the value
of or the advisability of purchasing or selling a life insurance or annuity product, either directly or
indirectly through publications or writings, or by issuing or promulgating analyses or reports related
to a life insurance or annuity product.

b.  The prohibited use of senior-specific certifications or professional designations includes, but is
not limited to, the following:

(1) Use of a certification or professional designation by an insurance producer who has not actually
earned or is otherwise ineligible to use such certification or designation;

(2) Use of a nonexistent or self-conferred certification or professional designation;

(3) Useofacertification or professional designation that indicates or implies a level of occupational
qualifications obtained through education, training or experience that the producer using the certification
or designation does not have; and

(4) Use of a certification or professional designation that was obtained from a certifying or
designating organization that:

1. Is primarily engaged in the business of instruction in sales or marketing;

2. Does not have reasonable standards or procedures for assuring the competency of its certificants
or designees;

3. Doesnot have reasonable standards or procedures for monitoring and disciplining its certificants
or designees for improper or unethical conduct; or

4. Does not have reasonable continuing education requirements for its certificants or designees in
order to maintain the certificate or designation.

c¢.  There is arebuttable presumption that a certifying or designating organization is not disqualified
solely for purposes of subparagraph 10.19(4) “b ”(4) when the certification or designation issued from the
organization does not primarily apply to sales or marketing and when the organization or the certification
or designation in question has been accredited by:

(1) The American National Standards Institute (ANSI);

(2) The National Commission for Certifying Agencies; or

(3) Any organization that is on the U.S. Department of Education’s list entitled “Accrediting
Agencies Recognized for Title IV Purposes.”

d.  In determining whether a combination of words or an acronym standing for a combination of
words constitutes a certification or professional designation indicating or implying that a person has
special certification or training in advising or servicing seniors, factors to be considered shall include:

(1) Use of one or more words such as “senior,” “retirement,” “elder,” or like words combined with
one or more words such as “certified,” “registered,” “chartered,” “adviser,” “specialist,” “consultant,”
“planner,” or like words, in the name of the certification or professional designation; and

(2) The manner in which those words are combined.

EENT3

2 ¢
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e.  Financial services regulatory agency.

(1) For purposes of this rule, a job title within an organization that is licensed or registered by a state
or federal financial services regulatory agency is not a certification or professional designation, unless it
is used in a manner that would confuse or mislead a reasonable consumer, when the job title:

1. Indicates seniority or standing within the organization; or

2. Specifies an individual’s area of specialization within the organization.

(2) For purposes of paragraph 10.19(4) “e, ” “financial services regulatory agency” includes, but
is not limited to, an agency that regulates insurers, insurance producers, broker-dealers, investment
advisers, or investment companies as defined under the Investment Company Act of 1940.

f. Effective date. This rule shall become effective January 1, 2009.

191—10.20(522B) Violations and penalties.

10.20(1) A producer who sells, solicits or negotiates insurance, directly or indirectly, in violation of
this chapter shall be deemed to be in violation of lowa Code section 522B.2 and subject to the penalties
provided in Iowa Code section 522B.17.

10.20(2) A person who sells, solicits or negotiates insurance, directly or indirectly, who is not
properly licensed as a producer is subject to the penalties provided in lowa Code chapter 507A and
Iowa Code section 522B.17.

10.20(3) Any company or company representative who aids and abets a producer in the
above-described violation shall be deemed to be in violation of Iowa Code section 522B.2 and subject
to the penalties provided in lowa Code section 522B.17.

10.20(4) The commissioner may place on probation, suspend, revoke, or refuse to issue or renew a
producer’s license or may levy a civil penalty, in accordance with lowa Code section 522B.17 or any
combination of actions, for any action listed in lowa Code section 522B.11 and any one or more of the
following causes:

a.  Submitting to the division or to the outside testing service on contract with the division a check
which is returned to the division by a bank without payment, or submitting a payment to the division by
credit card which the credit card company does not approve, or canceling or refusing amounts charged
to a credit card by the outside testing service on contract with the division where services were received
by the producer;

b.  Failing to report any administrative action or criminal prosecution taken against the producer
or failure to report the termination of a resident producer license;

c.  Acting as a producer through persons not licensed as producers; or

d. Taking any action to circumvent the spirit of these rules and the lowa insurance statutes or any
other action that shows noncompliance with the requirements of lowa Code chapter 522B or these rules.

10.20(5) If a producer fails to provide to the division any notification required either by lowa
Code chapter 522B or by this chapter, including but not limited to notification of a change of address,
notification of change of name, or notification of administrative criminal action as required by rules
191—10.12(522B) and 191—10.13(522B), within the required time, the producer shall pay a late
fee of $100. A business entity that fails to make a notification to the division as required by rule
191—10.18(522B) within the required time shall pay a late fee of $100.

10.20(6) In the event that the division denies a request to renew a producer license or denies an
application for a producer license, the commissioner shall provide written notification to the producer or
applicant of the denial or failure to renew, including the reason therefor. The producer or applicant may
request a hearing within 30 days of receipt of the notice to determine the reasonableness of the division’s
action. The hearing shall be held within 30 days of the date of the receipt of the written demand by the
applicant and shall be held pursuant to 191—Chapter 3.

10.20(7) The commissioner may suspend, revoke, or refuse to issue the license of a business entity if
the commissioner finds, after hearing, that an individual licensee’s violation was known or should have
been known by one or more of the partners, officers or managers acting on behalf of the entity and the
violation was neither reported to the insurance division nor was corrective action taken.
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191—10.21(252J) Suspension for failure to pay child support.

10.21(1) Upon receipt of a certificate of noncompliance from the child support recovery unit
(CSRU), the commissioner shall issue a notice to the producer that the producer's pending application
for licensure, pending request for renewal, or current license will be suspended 30 days after the date of
the notice. Notice shall be sent to the producer's last-known address by regular mail.

10.21(2) The notice shall contain the following items:

a. A statement that the commissioner intends to suspend the producer's application, request for
renewal or current insurance license in 30 days.

b. A statement that the producer must contact the CSRU to request a withdrawal of the certificate
of noncompliance;

c. A statement that the producer's application, request for renewal or current license will be
suspended if the certificate of noncompliance is not withdrawn;

d. A statement that the producer does not have a right to a hearing before the division, but that the
producer may file an application for a hearing in district court pursuant to Iowa Code section 252J.9;

e. A statement that the filing of an application with the district court will stay the proceedings of
the division;

f A copy of the certificate of noncompliance.

10.21(3) The filing of an application for hearing with the district court will stay all suspension
proceedings until the division is notified by the district court of the resolution of the application.

10.21(4) If the division does not receive a withdrawal of the certificate of noncompliance from the
CSRU or a notice from a clerk of court that an application for hearing has been filed, the division shall
suspend the producer's application, request for renewal or current license 30 days after the notice is
issued.

10.21(5) Upon receipt of a withdrawal of the certificate of noncompliance from the CSRU,
suspension proceedings shall halt and the named producer shall be notified that the proceedings have
been halted. If the producer's license has already been suspended, the license shall be reinstated if the
producer is otherwise in compliance with division rules. All fees required for license renewal or license
reinstatement must be paid by producers and all continuing education requirements must be met before
a producer license will be renewed or reinstated after a license suspension or revocation pursuant to
this subrule.

191—10.22(261) Suspension for failure to pay student loan.

10.22(1) The division shall deny the issuance or renewal of a producer license upon receipt of
a certificate of noncompliance from the college student aid commission (CSAC) according to the
procedures set forth in [owa Code sections 261.126 and 261.127. In addition to the procedures contained
in those sections, this rule shall apply.

10.22(2) Upon receipt of a certificate of noncompliance from the CSAC according to the procedures
set forth in Towa Code sections 261.126 and 261.127, the commissioner shall issue a notice to the
producer that the producer’s pending application for licensure, pending request for renewal, or current
license will be suspended 60 days after the date of the notice. Notice shall be sent to the producer’s
last-known address by restricted certified mail, return receipt requested, or by personal service in
accordance with the Iowa Rules of Civil Procedure. Alternatively, the applicant or licensed producer
may accept service personally or through authorized counsel.

10.22(3) The notice shall contain the following items:

a. A statement that the commissioner intends to suspend the producer’s application, request for
renewal or current insurance license in 60 days;

b. A statement that the producer must contact the CSAC to request a withdrawal of the certificate
of noncompliance;

c. A statement that the producer’s application, request for renewal or current producer license
will be suspended if the certificate of noncompliance is not withdrawn or, if the current license is on
suspension, a statement that the producer’s current producer license will be revoked,;
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d. A statement that the producer does not have a right to a hearing before the division, but that the
producer may file an application for a hearing in district court pursuant to lowa Code section 261.127,;

e. A statement that the filing of an application with the district court will stay the proceedings of
the division;

£ A copy of the certificate of noncompliance.

10.22(4) The effective date of revocation or suspension of a producer license, as specified in the
notice required by lowa Code section 261.126, shall be 60 days following service of the notice upon the
applicant or registrant.

10.22(5) In the event an applicant or licensed producer timely files a district court action following
service of a division notice pursuant to lowa Code section 261.127, the division’s suspension proceedings
will be stayed until the division is notified by the district court of the resolution of the application. Upon
receipt of a court order lifting the stay, or otherwise directing the division to proceed, the division shall
continue with the intended action described in the notice. For purposes of determining the effective date
of the denial of the issuance or renewal of a producer license, the division shall count the number of days
before the action was filed and the number of days after the court disposed of the action.

10.22(6) If the division does not receive a withdrawal of the certificate of noncompliance from the
CSAC or a notice from a clerk of court that an application for hearing has been filed, the division shall
suspend the producer’s application, request for renewal or current producer license 60 days after the
notice is issued.

10.22(7) Upon receipt of a withdrawal of the certificate of noncompliance from the CSAC,
suspension proceedings shall halt and the named producer shall be notified that the proceedings have
been halted. If the producer’s insurance license has already been suspended, the license shall be
reinstated if the producer is otherwise in compliance with division rules. All fees required for license
renewal or license reinstatement must be paid by producers and all continuing education requirements
must be met before a producer license will be renewed or reinstated after a license suspension or
revocation pursuant to lowa Code section 261.126.

10.22(8) The division shall notify the producer in writing through regular first-class mail, or such
other means as the division deems appropriate in the circumstances, within ten days of the effective
date of the suspension or revocation of a producer license, and shall similarly notify the producer when
the producer license is reinstated following the division’s receipt of a withdrawal of the certificate of
noncompliance.

10.22(9) Notwithstanding any statutory confidentiality provision, the division may share
information with the CSAC for the sole purpose of identifying producers subject to enforcement under
Iowa Code chapter 261.

191—10.23(82GA,SF2428) Suspension for failure to pay state debt.

10.23(1) The commissioner shall deny the issuance or renewal of a producer license upon receipt of a
certificate of noncompliance from the centralized collection unit of the department of revenue according
to the procedures in 2008 Iowa Acts, Senate File 2428. In addition to the procedures set forth in 2008
Iowa Acts, Senate File 2428, this rule shall apply.

10.23(2) Upon receipt of a certificate of noncompliance from the centralized collection unit of the
department of revenue according to the procedures set forth in 2008 Iowa Acts, Senate File 2428, the
commissioner shall issue a notice to the producer that the producer’s pending application for licensure,
pending request for renewal, or current producer license will be suspended 60 days after the date of the
notice. Notice shall be sent to the producer’s last-known address by restricted certified mail, return receipt
requested, or by personal service in accordance with the lowa Rules of Civil Procedure. Alternatively,
the applicant or licensed producer may accept service personally or through authorized counsel.

10.23(3) Pursuant to 2008 Towa Acts, Senate File 2428, section 14, the notice shall contain the
following items:

a. A statement that the commissioner intends to suspend the producer’s application, request for
renewal or current producer license in 60 days;
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b. A statement that the producer must contact the centralized collection unit of the department of
revenue to schedule a conference or to otherwise obtain a withdrawal of the certificate of noncompliance;

c. A statement that the producer’s application, request for renewal or current producer license
will be suspended or denied if the commissioner does not receive a withdrawal of the certificate of
noncompliance from the centralized collection unit of the department of revenue within 60 days of the
issuance of notice under this rule; or, if the current producer license is on suspension, a statement that
the producer’s current producer license will be revoked;

d. A statement that the producer does not have a right to a hearing before the commissioner, but
that the producer may file an application for a hearing in district court pursuant to 2008 Iowa Acts, Senate
File 2428, section 15;

e. A statement that the filing of an application with the district court will stay the proceedings of
the commissioner;

/- A copy of the certificate of noncompliance.

10.23(4) Producers shall keep the commissioner informed of all court actions and all actions taken
by the centralized collection unit of the department of revenue under or in connection with 2008 Iowa
Acts, Senate File 2428; and producers shall provide to the commissioner, within seven days of filing
or issuance, copies of all applications filed with the district court pursuant to 2008 Iowa Acts, Senate
File 2428, section 15, of all court orders entered in such actions, and of all withdrawals of certificates of
noncompliance by the centralized collection unit of the department of revenue.

10.23(5) The effective date of revocation or suspension of a producer license, as specified in the
notice required by 2008 Iowa Acts, Senate File 2428, section 14, and subrule 10.23(2), shall be 60 days
following service of the notice upon the applicant or producer.

10.23(6) In the event an applicant or licensed producer timely files a district court action following
service of a notice by the commissioner pursuant to 2008 Iowa Acts, Senate File 2428, section 15,
the commissioner’s suspension proceedings will be stayed until the commissioner is notified by the
district court of the resolution of the application. Upon receipt of a court order lifting the stay, or
otherwise directing the commissioner to proceed, the commissioner shall continue with the intended
action described in the notice. For purposes of determining the effective date of the denial of the issuance
or renewal of a producer license, the commissioner shall count the number of days before the action was
filed and the number of days after the court disposed of the action.

10.23(7) If the commissioner does not receive a withdrawal of the certificate of noncompliance from
the centralized collection unit of the department of revenue or a notice from a clerk of court that an
application for hearing has been filed, the commissioner shall suspend the producer’s application, request
for renewal or current producer license 60 days after the notice is issued.

10.23(8) Upon receipt of a withdrawal of the certificate of noncompliance from the centralized
collection unit of the department of revenue, suspension proceedings shall halt, and the named producer
shall be notified that the proceedings have been halted. If the producer’s license has already been
suspended, the license shall be reinstated if the producer is otherwise in compliance with this chapter.
All fees required for license renewal or license reinstatement must be paid by the producer, and all
continuing education requirements must be met before a producer license will be renewed or reinstated
after a license suspension or revocation pursuant to 2008 lowa Acts, Senate File 2428.

10.23(9) The commissioner shall notify the producer in writing through regular first-class mail, or
such other means as the commissioner deems appropriate in the circumstances, within ten days of the
effective date of the suspension or revocation of a producer license, and shall similarly notify the producer
when the producer license is reinstated following the commissioner’s receipt of a withdrawal of the
certificate of noncompliance.

10.23(10) Notwithstanding any statutory confidentiality provision, the commissioner may share
information with the centralized collection unit of the department of revenue for the sole purpose of
identifying producers subject to enforcement under 2008 Iowa Acts, Senate File 2428.



Ch 10, p.14 Insurance[191] IAC 11/18/09

191—10.24(522B) Administration of examinations.

10.24(1) The division will enter into a contractual relationship with an outside testing service, in
compliance with lowa law, to provide the licensing examinations for all lines of authority which require
an examination.

10.24(2) The outside testing service will administer all examinations for license applicants.

10.24(3) Any contract to implement subrule 10.24(1) shall require the outside testing service to:

a. Update, on a continual basis, the licensing examinations;

b.  Ensure that the examinations are job-related;

¢.  Adequately inform the applicants of the procedures and requirements for taking the licensing
examinations;

d.  Prepare and administer examinations for all lines listed in Iowa Code subsection 522B.6(2) and
rule 191—10.7(522B), except variable contracts; and

e. Conform to division guidelines and lowa law, and report to the division on at least a quarterly
basis.

191—10.25(522B) Forms. An original of each form necessary for the producer’s licensure,
appointment and termination may be downloaded from the NAIC Web site, and the division’s Web site
(www.iid.state.ia.us) will provide a link to that site. Exact, readable, high-quality copies may be made
therefrom. A self-addressed, stamped envelope must be submitted with each request.

191—10.26(522B) Fees.

10.26(1) Fees may be paid by check or credit card.

10.26(2) The fee for an examination shall be set by the outside testing service under contract with
the division and approved by the division.

10.26(3) The fee for issuance or renewal of a producer license is $50 for three years.

10.26(4) The fee for issuance or renewal of a business entity license is $50 for three years.

10.26(5) The fee for reinstatement of a producer license is a total of the renewal fee plus $100.

10.26(6) The fee for an appointment or the renewal of an appointment is $5 for each producer
appointed to a domestic company. The fee for appointment or renewal of each producer appointed to a
foreign company is the fee charged by the state of domicile.

10.26(7) The division may charge a reasonable fee for the compilation and production of producer
licensing records.

These rules are intended to implement lowa Code chapters 252J, 261, and 522B and 2008 Iowa Acts,
Senate File 2428.

191—10.27 to 10.50 Reserved.

DIVISION II
LICENSING OF CAR RENTAL COMPANIES AND EMPLOYEES
(Effective March 15, 2000)

191—10.51(522A) Purpose. The purpose of these rules is to govern the qualifications and procedures for
the licensing of car rental companies and counter employees and to set out the requirements, procedures
and fees relating to the qualification and licensure of car rental companies and counter employees.

191—10.52(522A) Definitions.

“Counter employee” means a person at least 18 years of age employed by a rental company that
offers the products described in this chapter.

“Counter Employee Application” means the form used by an individual to apply for a counter
employee license.

“Division” means the lowa insurance division.

“Filed” means received at the lowa insurance division.
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“Limited Licensee Application” means the form used by a rental company to apply for a limited
license.

“Rental company” means any person or entity in the business of primarily providing vehicles
intended for the private transportation of passengers to the public under a rental agreement for a period
not to exceed 90 days.

“Vehicle” means a motor vehicle under lowa Code section 321.1 used for the private transportation
of passengers, including passenger vans, minivans and sport utility vehicles or used for the transportation
of cargo with a gross vehicle weight of less than 26,001 pounds and not requiring the operator to possess
a commercial driver’s license, including cargo vans, pickup trucks and trucks.

191—10.53(522A) Requirement to hold a license.

10.53(1) A rental company that desires to offer or sell insurance in connection with the rental of a
vehicle must file an application with the division and receive a license as a limited licensee.

10.53(2) A counter employee who desires to offer or sell insurance products must file an application
with the division and receive a license as a counter employee.

191—10.54(522A) Limited licensee application process.

10.54(1) To obtain a limited licensee license, a person or entity must file a complete limited licensee
license application with the division and pay a fee of $50 for a three-year license.

10.54(2) If the application is approved, the division will issue a limited licensee license.

191—10.55(522A) Counter employee licenses.

10.55(1) A person may not obtain a counter employee license unless that person is employed by a
limited licensee.

10.55(2) To obtain a counter employee license, a person must file with the division a completed
counter employee license application.

10.55(3) All persons who desire to obtain a counter employee license must first successfully
complete an examination.

10.55(4) Examinations shall be administered by the limited licensee that employs the counter
employee.

10.55(5) If the application is approved, the division will issue a three-year counter employee license.
Applications are deemed approved if not disapproved by the division within 30 days of receipt at the
division.

10.55(6) The counter employee license will automatically terminate when the counter employee
ceases employment with a limited licensee.

191—10.56(522A) Duties of limited licensees.

10.56(1) A limited licensee is responsible for the training, examination and payment of license fees
for all persons who desire to obtain a counter employee license with the limited licensee.

10.56(2) A limited licensee must obtain and administer an examination for all counter employee
candidates. The content of the examination and the manner of its administration must be approved by
the division.

10.56(3) The limited licensee must develop a system for examination content security.

10.56(4) The limited licensee must administer the counter employee examination under controlled
conditions, approved by the division, that ensure that each candidate completes the examination without
outside assistance or interference.

10.56(5) The limited licensee must notify the division of the termination of employment of any of
its licensed counter employees. The limited licensee must file reports of terminations semiannually on
July 1 and on January 1.

191—10.57(522A) License renewal.
10.57(1) All limited licensee and counter employee licenses will be issued with an expiration date
of December 31 and must be renewed triennially.
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10.57(2) A single renewal form for use in renewing the limited licensee’s license and the licenses
of all of its counter employees will be mailed to the limited licensee at its last-known address as shown
on division records.

10.57(3) The limited licensee must complete and return the renewal form to the division on or before
December 31 of the renewal year or all licenses listed on the renewal form will expire.

10.57(4) The fee for renewal of a limited licensee license is $50 and the fee to renew each individual
counter employee license is $50.

191—10.58(522A) Limitation on fees. A limited licensee will not be required to pay more than $1,000
in license or renewal fees in any one calendar year.

191—10.59(522A) Change in name or address.

10.59(1) Limited licensees must file written notification with the division of a change in name or
address within 30 days of the change. This requirement applies to any change in any locations at which
the limited licensee is doing business.

10.59(2) Limited licensees must file written notification with the division of a change in name or
address of licensed counter employees. If the change of name is by a court order, a copy of the order
must be included with the request. The limited licensee must file reports of name and address changes
semiannually on July 1 and on January 1.

191—10.60(522A) Violations and penalties.

10.60(1) A rental company or counter employee that sells insurance in violation of this chapter shall
be deemed to be in violation of lowa Code Supplement chapter 522 A and subject to the penalties provided
in Towa Code Supplement section 522A.3.

10.60(2) A limited licensee or licensed counter employee who commits an unfair or deceptive trade
practice in violation of lowa Code chapter 507B, or in violation of administrative rules adopted which
implement that chapter, is subject to the penalties provided for in Iowa Code chapter 507B.

Rules 191—10.51(522A) to 191—10.60(522A) are intended to implement lowa Code Supplement
chapter 522A.

[Filed November 21, 1963]
Appeared as 9.1, 1973 IDR
[Filed 1/13/84, Notice 11/23/84—published 2/1/84, effective 3/7/84]
[Filed 9/21/84, Notice 7/18/84—published 10/10/84, effective 11/15/84]
[Filed 4/8/85, Notice 1/30/85—published 4/24/85, effective 5/31/85]
[Filed 8/7/86, Notice 7/2/86—published 8/27/86, effective 10/1/86]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 1/8/88, Notice 11/4/87—published 1/27/88, effective 3/2/88]°
[Filed emergency 6/24/88—published 7/13/88, effective 7/1/88]
[Filed 10/25/91, Notice 9/18/91—published 11/13/91, effective 12/18/91]
[Filed 11/19/93, Notice 10/13/93—published 12/8/93, effective 1/12/94]
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[Filed 12/28/98, Notice 11/4/98—published 1/13/99, effective 2/17/99]
[Filed 1/20/00, Notice 12/1/99—published 2/9/00, effective 3/15/00]
[Filed 10/26/01, Notice 9/19/01—published 11/14/01, effective 1/1/02]
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CHAPTER 11
CONTINUING EDUCATION FOR

INSURANCE PRODUCERS
[Prior to 10/22/86, Insurance Department[510]]

191—11.1(505,522B) Statutory authority—purpose—applicability.

11.1(1) These rules are adopted pursuant to the general rule-making authority of the insurance
commissioner in lowa Code chapters 505 and 522B to establish continuing education requirements for
resident and nonresident insurance producers.

11.1(2) The purpose of these rules is to establish requirements by prescribing:

a. The minimum number of continuing education credits that an insurance producer must
complete;

b.  Theprocedure and standards that the division will utilize in the approval of continuing education
providers and courses;

c¢.  The procedure for establishing that the required continuing education has been completed; and

d.  Enforcement criteria and guidelines.

11.1(3) These rules do not apply to:

a. A nonresident producer who resides in a state or district having a continuing education (CE)
requirement for insurance producers.

b. A resident producer who holds qualification in one of the following lines of authority: surety;
or credit life, accident and health insurance.

¢.  Licensed attorneys who are also producers who submit proof of completion of continuing legal
education for the appropriate calendar years during the CE term, pay the continuing education fee set
forth in subrule 11.14(1) and otherwise comply with the producer license renewal procedures set forth
in 191—Chapter 10.

d. A producer who serves full-time in the armed forces of the United States of America on active
duty during a substantial part of the CE term and who submits evidence of such service.

e.  Aresident producer who holds qualification only for a crop insurance line of authority and who
complies with subrule 11.3(8).

191—11.2(505,522B) Definitions.

“Approved subject” or “approved course” means any educational presentation which has been
approved by the division.

“Attendance record” means a record on which a CE provider requires attendees of a CE course to
sign in at the time of entrance to the course.

“CE” means continuing education as defined in lowa Code chapter 522B.

“CE provider” means any individual or entity that is approved to offer continuing education courses
in lowa.

“CE term” means the period of time that begins either on the date when a new producer's insurance
license is issued or on the date after the expiration date of an existing producer’s license and that ends
on the following license expiration date.

“Credit” means continuing education credit. One credit is 50 minutes of instruction or reading
material in an acceptable topic.

“License” means the division’s authorization for a person to act as an insurance producer for the
authorized lines of insurance.

“National Insurance Producer Registry” or “NIPR” means the nonprofit affiliate of the National
Association of Insurance Commissioners (NAIC). Its Web site is www.licenseregistry.com.

“NIPR Gateway” means the communication network developed and operated by NIPR that links
state insurance regulators with the entities they regulate to facilitate the electronic exchange of producer
information regarding license applications, license renewals, appointments and terminations.
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“Proctored” or “independently proctored” means the supervision by a CE provider or disinterested
third party over the conduct of a producer while that producer is completing an examination that is part
of a self-study CE course.

“Producer” or “insurance producer” means a person required to be licensed in this state to sell,
solicit or negotiate insurance.

“Resident” means a person residing permanently in lowa.

“Roster” means a listing of all licensed attendees at an approved course and includes the lowa course
number, the National Insurance Producer Registry (NIPR) National Producer Number (NPN), the date
the course was completed, and the actual number of credits earned by each producer.

“Self-study course” means an educational program that consists of a self-study manual and

comprehensive examination. A self-study course may be an on-line course.
[ARC 7662B, IAB 3/25/09, effective 4/29/09]

191—11.3(505,522B) Continuing education requirements for producers.

11.3(1) Every licensed resident producer must complete a minimum of 36 credits for each CE term
in courses approved by the division. Three of these credits must be in the subject of ethics. By the end
of the last business day of the producer’s CE term, the division must receive from the producer proof of
completion of CE courses and payment of the CE fee.

11.3(2) An instructor of an approved subject is entitled to the same credit as a student completing
that subject and may receive such credit once during a CE term.

11.3(3) A producer cannot carry over CE credits earned in excess of the producer’s CE term
requirements from one CE term to the next.

11.3(4) A producer may receive CE credit for self-study courses. A self-study course is considered
completed when the examination is received by the CE provider.

a. A producer may receive CE credit for self-study courses that are part of a recognized national
designation program as described in subrule 11.5(5).

b. A producer may receive up to 18 CE credits for self-study courses during a CE term that do not
meet the definition of paragraph “a” if the producer:

(1) Submits an affidavit to the CE provider stating that the examination was independently
proctored and was completed without any outside assistance, and

(2) Correctly answers at least 70 percent of the questions presented.

11.3(5) A producer may not receive CE credit for courses taken prior to the issuance of an initial
license.

11.3(6) A producer cannot receive CE credit for the same course twice in one CE term. A producer
cannot receive CE credit both for the classroom portion and for the examination portion of a national
designation program as defined in subrule 11.5(5).

11.3(7) A producer may elect to comply with the CE requirements by taking and passing the
appropriate licensing examination for each qualification held by the producer.

a. A producer who holds property and casualty lines of authority must successfully complete the
commercial insurance subject examination.

b. A producer who holds an excess and surplus line of authority must successfully complete
the examination for the excess and surplus line of authority and the commercial insurance subject
examination.

11.3(8) For a resident producer who holds qualification only for a crop insurance line of authority
and who is requesting renewal of a producer license on or after January 1, 2010, the producer must be
able to demonstrate the following each time renewal of a license is requested:

a.  The producer has completed all training and continuing education requirements imposed by the
federal Risk Management Association, if any; and

b.  The producer has completed 18 credits of continuing education, 3 of which must be in the
area of ethics, except that a producer who is requesting renewal of a producer license during 2010 must
demonstrate that the producer has completed 9 credits of continuing education, 3 of which must be in
the area of ethics.
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191—11.4(505,522B) Proof of completion of continuing education requirements.

11.4(1) Producer duties.

a. Producers are required to demonstrate compliance with the CE requirements at the time of
license renewal. Procedures for completing the license renewal process are outlined in 191—Chapter
10.

b.  Producers are required to maintain a record of all CE courses completed by keeping the original
certificates of completion for four years after the end of the year of attendance.

11.4(2) Insurer duties regarding federal flood insurance. An insurer authorized to do business in
Iowa shall demonstrate to the division, upon the division’s request, that producers appointed by the
insurer have complied with all continuing education guidelines as established by the National Flood
Insurance Program (NFIP).

191—11.5(505,522B) Course approval.

11.5(1) To qualify for approval a course must be designed to expand technical insurance skills and
knowledge obtained prior to initial licensure or to develop new and relevant skills and knowledge.

11.5(2) Any approved active CE provider shall submit a request for approval of any course, program
of study, or subject for continuing education credit to the division on an NAIC uniform form. If an outside
vendor is retained by the division for course reviews, requests for approval shall be filed directly with
the vendor.

11.5(3) Requests for course approval which do not include all required information will be returned
as incomplete.

11.5(4) Except as provided in subrule 11.5(5), requests for approval shall be submitted at least 30
days prior to the beginning of the course. A request for renewal of a previously approved course shall
be submitted at least 30 days prior to the end of the 24-month approval period. Requests received later
may be disapproved.

11.5(5) A request for approval of any self-study course that is part of a recognized national
designation program may be filed within 60 days after the course is completed. This course will be
reviewed and may be approved for up to the number of credits awarded for passage of the national
examination in topics that are otherwise approvable under these rules. This subrule applies only to
national designation programs such as AAI, ARM, CIC, CEBS, ChFC, CFP, CLU, CPCU, FLMI,
LUTCF, RHU and similar courses as determined by the division.

11.5(6) An insurance producer who attends a classroom course offered by a college, university or
governmental agency that has not been approved by the division may make application for approval of
the course for CE credit. The application must be filed within 60 days of attendance at the course and
must contain sufficient materials to allow for a thorough evaluation of the course content and instructor
qualifications. To be eligible for CE credit, the course must meet all division guidelines for course
approval. All course review fees must be paid by the producer.

11.5(7) A CE course must be offered for a minimum of one credit. Fractional credits will not be
awarded. The total credit which may be awarded for a CE course is limited to 36 credits, except that
credit for a self-study course as defined in 11.3(4) “b” shall be limited to 18 CE credits.

11.5(8) Notification will be sent to the CE provider indicating approval or disapproval. Approved
courses will be assigned a course number.

11.5(9) The division may deem the approval of a CE course by another state’s insurance division
as adequate evidence that a course is eligible for approval in lowa and may award the same number of
credits for the course awarded by the other state. The CE provider must submit the NAIC uniform form
demonstrating the other state’s approval of the CE course.

11.5(10) Within 30 days of course approval, CE providers shall inform the division or its vendor, as
directed by the division, of the dates and locations that the course will be offered. Failure to timely file
the dates and locations will subject the CE provider to penalty and suspension or rescission of course
approval.

11.5(11) CE courses approved by the division may be offered for a 24-month period following the
date of approval.
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191—11.6(505,522B) Topic guidelines.
11.6(1) The following course topics are examples of subjects that will qualify for approval:
1. Rating;

Tax laws (specifically related to insurance);

Policy contents;

Proper uses of products;

Ethics;

Risk management;

Iowa insurance laws and administrative rules;

Technical information related to the insurance license;

9. Errors and omissions;

10. Estate planning/taxation;

11. Wills and trusts; and

12. Financial planning.

11.6(2) The following course topics are examples of subjects that will not qualify for approval:

1. Sales;

Motivation;

Prospecting;

Psychology;

Communication skills;

Prelicense training;

Supportive office skills (e.g., typing, filing, computers);

Personnel management;

Recruiting; and

0. Other subjects not related to the insurance license.
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191—11.7(505,522B) CE course renewal. Prior to expiration of the 24-month approval period, a CE
provider must apply for renewal of each course with the division or its outside vendor. If a CE provider
makes a substantial change to the content of a previously approved course, that course will not be eligible
for renewal and must be submitted for a complete review.

191—11.8(505,522B) Appeals. A CE provider may appeal the amount of CE credit awarded by the
division for a course. An appeal must be made in writing to the division within 30 days of the receipt
by the CE provider of the notice of CE credit awarded for the course. If the division retains an outside
vendor for course reviews, a CE provider must first complete an appeal process with the vendor before
filing an appeal with the division.

191—11.9(505,522B) CE provider approval.

11.9(1) Any school, insurer, industry association or other organization intending to provide a course,
program of study, or subject for continuing education credit must submit an application on a form or in
a format prescribed by the division to become an approved CE provider.

11.9(2) To qualify for approval, a CE provider must demonstrate financial and organizational
stability and must agree to comply with the administrative and regulatory constraints set forth by the
division.

11.9(3) CE provider approval is valid for 24 months.

11.9(4) A CE provider must complete the renewal process to be eligible to continue serving as a
CE provider. Failure to complete the renewal process will result in the expiration of the CE provider’s
approval and all previously approved courses.

11.9(5) Ifan outside vendor is retained by the division for CE provider reviews, requests for approval
will be filed directly with the vendor.
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191—11.10(505,522B) CE provider’s responsibilities.

11.10(1) A CE provider must ensure that each classroom course is conducted by a qualified and
competent instructor.

11.10(2) A CE provider shall obtain and maintain an attendance record for each course for at least
four years from the end of the year in which the course is offered. Upon request by the division, a CE
provider must submit copies of attendance records.

11.10(3) A CE provider of an approved course is responsible for both the attendance of the students
and their attention. A CE provider must refuse to award CE credit for time periods when the student was
absent.

11.10(4) A CE provider must verify that each examination submitted for a self-study course contains
an affidavit following the NAIC CE guidelines from the producer that the examination was independently
proctored and that the examination was completed without any outside assistance. A CE provider must
refuse to award CE credit to producers who fail to submit a properly completed examination or who fail
to correctly answer at least 70 percent of the questions on the examination.

11.10(5) Upon request by the division, a CE provider shall videotape a course and such recording
shall be promptly submitted to the division.

11.10(6) Upon request by the division, a CE provider must provide a copy of all course materials.

11.10(7) If an approved course is canceled, a CE provider must notify the division, or its outside
vendor, and registrants at least 48 hours prior to the course date.

11.10(8) CE providers must submit rosters of all course attendees to the division's outside vendor.
These reports must be received at the division by the tenth day of the month following the month in
which the course is completed. Rosters shall be submitted electronically in a manner prescribed by the
division.

11.10(9) Once a course is completed, the CE provider shall issue a certificate of completion to
each person who satisfactorily completes a course. The certificate must be issued within 20 days of
course completion and must be signed by either the course instructor or the CE provider’s authorized
representative. The certificate of completion used by the CE provider must be in a form or format
prescribed by the division.

11.10(10) CE providers must report to the division any disciplinary action taken against that CE
provider by another state licensing authority.

191—11.11(505,522B) Prohibited conduct—CE providers.

11.11(1) CE providers shall not:

a.  Advertise, prior to approval, that a course is approved,

b.  Prepare and distribute certificates of completion before the course has been conducted;

¢.  Issue inaccurate or incomplete certificates of completion;

d. Refuse to issue certificates of completion to any participant who satisfactorily completes an
approved course, except when subrule 11.10(3) or subrule 11.10(4) applies.

11.11(2) The division may revoke the approval of a continuing education provider or may discipline
a continuing education provider, upon a finding that the CE provider:

a. Committed any one or more of the actions prohibited in subrule 11.11(1);

b.  Failed to perform any duties required by these rules; or

c¢.  Committed any other action inconsistent with these rules.

11.11(3) If the division finds that a CE provider has violated lowa laws or these rules, the division
shall give written notification to the CE provider of the alleged improper conduct and any discipline or
sanction imposed. The CE provider may make a written request for a hearing within 30 days of receipt
of the notice. The hearing shall be held within 30 days of the division’s receipt of the written demand by
the CE provider unless the parties agree to a later hearing date. The hearing shall be conducted pursuant
to 191—Chapter 3.

11.11(4) A fine may be imposed against a CE provider if the commissioner finds, after hearing, that
the CE provider knew or should have known that it was in violation of this chapter. The division may
take any one or more of the following actions upon a finding of a violation of this rule:
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a. Require the CE provider to pay a fine not to exceed $1,000 per violation;

b.  Require the CE provider to refund the course admission fee to all participants;

¢.  Require the CE provider to provide a suitable course to replace the course that was found in
violation;

d.  Withdraw the approval of courses sponsored by such CE provider; or

e.  Take other disciplinary action permitted by statute.

191—11.12(505,522B) Outside vendor. The division may enter into a contractual arrangement with a
qualified outside vendor to assist the division with any or all continuing education services. Fees charged
by the outside vendor will be subject to division approval and will be paid by the CE provider. Course
approval fees are nonrefundable.

191—11.13(505,522B) CE course audits. The division may audit any CE course. The cost of the audit
will be charged to the CE provider. Any discrepancies between the materials submitted for approval
to the division and the content found at the audit, or any evidence of noncompliance with these rules,
may subject the CE provider or instructor to administrative sanctions, including imposition of fines.
Governmental bodies, such as community colleges and universities, shall not be charged for the cost of
an audit.

191—11.14(505,522B) Fees and costs.

11.14(1) The fees for approval and renewal of CE providers, CE courses and registration of
instructors shall be set by the outside vendor retained by the division and are subject to approval by
the division.

11.14(2) The division may charge a fee for other services.

These rules are intended to implement lowa Code chapters 505 and 522B.

[Filed 2/26/82, Notice 10/28/81—published 3/17/82, effective 5/1/82]
[Filed 12/10/82, Notice 10/27/82—published 1/5/83, effective 2/9/83]
[Filed 9/21/84, Notice 7/4/84—published 10/10/84, effective 11/15/84]
[Filed without Notice 11/30/84—published 12/19/84, effective 1/23/85]
[Filed 7/26/85, Notice 6/5/85—published 8/14/85, effective 9/18/85]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 10/25/91, Notice 9/18/91—published 11/13/91, effective 12/18/91]
[Filed 11/19/93, Notice 10/13/93—published 12/8/93, effective 1/12/94]
[Filed 10/21/94, Notice 9/14/94—published 11/9/94, effective 12/14/94]
[Filed 2/2/96, Notice 12/6/95—published 2/28/96, effective 4/3/96]
[Filed 12/28/98, Notice 11/4/98—published 1/13/99, effective 2/17/99]
[Filed 10/5/06, Notice 8/30/06—published 10/25/06, effective 11/29/06]
[Filed 10/5/07, Notice 8/29/07—published 10/24/07, eftective 11/28/07]
[Filed 10/30/08, Notice 9/24/08—published 11/19/08, effective 1/1/09]
[Filed ARC 7662B (Notice ARC 7536B, IAB 1/28/09), IAB 3/25/09, effective 4/29/09]
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CHAPTER 12
PORT OF ENTRY REQUIREMENTS

191—12.1(508,515) Purpose. The purpose of this chapter is to specify what requirements an alien
insurer (one domiciled outside of the United States) must comply with to be considered as a domestic
insurer of this state under port of entry authority. An alien insurer may hold this status only after
compliance with all of the requirements of this chapter and approval by the commissioner for this status.

191—12.2(508,515) Trust and other admission requirements. The insurer must establish a trust
account with a financial institution meeting the requirements of rule 191—32.4(508) or other financial
institution approved by the commissioner. The following requirements for the account exist:

12.2(1) The minimum amount of assets to be held in trust must equal the total United States
liabilities plus the amount of surplus determined pursuant to rule 12.4(508,515). The insurer will
submit a detailed plan for future business activities in the United States and a financial statement of
its operations on a worldwide basis with the application for port of entry authority. This worldwide
financial statement, which must also be submitted annually thereafter, shall be adjusted to reflect
the National Association of Insurance Commissioners (NAIC) statement format to ensure sufficient
consistency to be comprehensible and usable by supervisors in the United States. Thereafter, once port
of entry status has been granted, a statement in the form prescribed in Iowa Code chapter 508 or 515
shall be filed in the same manner as by domestic insurers for all business written in the United States.

12.2(2) The form of the trust agreement must be submitted to the commissioner in advance for
approval as part of the admission process for the alien insurer. The agreement shall be in the form
set forth in rule 191—32.3(508). The “minimum aggregate value of securities” for this purpose shall be
specified by the commissioner. The commissioner may from time to time require additions or changes
in the agreement as are deemed necessary for protection of policyholders in the United States.

191—12.3(508,515) Examination and preferred supervision. A “desk” or on-site examination
shall be conducted of the alien insurer seeking domestic insurer status. Reasonable expenses of the
examination shall be paid by the insurer directly to the insurance division’s revolving fund. The
commissioner may designate certain insurance regulatory or supervisory authorities, bodies, or officials
outside the United States as preferred supervisors. Prior to designation, the commissioner shall ensure
that credible regulatory supervision will be provided by the other supervisor. Preferred supervisors
shall maintain membership in the International Insurance Regulators Association. A list of preferred
supervisors shall be maintained by the commissioner.

191—12.4(508,515) Surplus required. In the event preferred supervision exists for an alien/domestic
insurer, the surplus required shall be $5 million. If preferred supervision has not been determined to exist,
the commissioner may require such additional amount of surplus as the commissioner deems appropriate.

191—12.5(508,515) Investments. The assets of the trust pursuant to rule 12.2(508,515) shall meet the
same investment requirements as are imposed upon domestic insurers under lowa Code chapter 511 or
515. If chapter 511 is applicable, and the concept of “legal reserve” is not meaningful with regard to the
insurer, then “legal reserve” shall mean admitted assets of the insurer.
These rules are intended to implement lowa Code sections 508.10 and 515.70.
[Filed 12/21/90, Notice 11/14/90—published 1/9/91, effective 2/13/91]
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CHAPTER 13
CONSENT FOR PROHIBITED PERSONS
TO ENGAGE IN THE BUSINESS OF INSURANCE

191—13.1(505,522B) Purpose and authority. The purpose of these rules is to implement the provisions
of 18 U.S.C. Section 1033 and Iowa Code section 522B.16B. The lowa insurance commissioner has
jurisdiction under 18 U.S.C. Section 1033 to grant requests for consent to engage in the business of
insurance. Insurance companies, producers, and individuals shall comply with these rules beginning

January 1, 2010.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.2(505,522B) Definitions. For the purpose of this chapter, the following definitions shall apply:

“Act” means the Violent Crime Control and Law Enforcement Act of 1994, Public Law 103-322,
H.R. 3355; 18 U.S.C. Sections 1033 and 1034.

“Applicant” means any person subject to the provisions of 18 U.S.C. Sections 1033 and 1034 who
files an application for consent to engage in the business of insurance.

“Breach of trust” means any criminal act or an element of a criminal act by an applicant, including
but not limited to an act that constitutes or involves misuse, misapplication or misappropriation of the
following:

1. Anything of value held as a fiduciary, where “fiduciary” includes, but is not limited to, a trustee,
administrator, executor, conservator, receiver, guardian, agent, employee, partner, officer, director or
public servant; or

2. Anything of value of any public, private or charitable organization.

“Business of insurance” means the writing of insurance or the reinsuring of risks by an insurer,
including all acts necessary or incidental to such writing or reinsuring and the activity of persons who
are or who act as officers, directors, agents, or employees of insurers, producers or any other persons
authorized to act on behalf of such persons.

“Commissioner” means the lowa insurance commissioner or the commissioner’s designee.

“Consent” means the written consent issued by the commissioner for a prohibited person to engage
in the business of insurance in lowa.

“Dishonesty” means any criminal act which includes, but is not limited to, any offense constituting
or involving perjury, bribery, forgery, counterfeiting, false or misleading oral or written statements,
deception, fraud, schemes or artifices to deceive or defraud, material misrepresentations or the failure to
disclose material facts.

“Division” means the lowa insurance division.

“Felony” means the following:

1. A federal crime for which the maximum authorized punishment exceeds one year of
imprisonment; or

2. A crime in any state or country that is identified as a felony in that state or country or, if not
identified as a felony in that other state or country, any offense for which the maximum authorized
punishment exceeds one year of incarceration.

“Insurer” means any entity the business activity of which is the writing of insurance or the reinsuring
of risks, and includes any person who acts as, or is, an officer, director, agent, producer, or employee of
that business.

“License” means any license, registration, certificate of authority or other permit or approval issued
or granted by the commissioner.

“Prohibited person” means any person who is a resident of lowa and who has been convicted of any
felony crime involving dishonesty or breach of trust in a state or federal jurisdiction or who has been
convicted of any violation of the Act.

“Request for consent” means a completed application, submitted by a prohibited person, that
requests the commissioner’s consent to allow that prohibited person to engage in or transact, or to
continue to engage in or transact, the business of insurance in lowa.


https://www.legis.iowa.gov/docs/ico/section/522B.16B.pdf
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“State,” for the purposes of this chapter, includes any state of the United States, the District
of Columbia, the Commonwealth of Puerto Rico, the Northern Mariana Islands, the Virgin Islands,

American Samoa and the Trust Territory of the Pacific Islands.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.3(505,522B) Requirement for prohibited persons to obtain consent.

13.3(1) A prohibited person shall not engage in or transact the business of insurance in the state of
Towa without the consent of the commissioner of insurance of the person’s resident state.

13.3(2) A prohibited person who is a resident of lowa must receive a consent from the commissioner
before the division will consider any application or request for a license, certification, certificate
of authority, or other permit or approval issued or granted by the division related to engaging in or
transacting the business of insurance in lowa.

13.3(3) A prohibited person engaging in or transacting the business of insurance in lowa without
the consent of the insurance commissioner of the person’s resident state is in violation of these rules, is

subject to the penalties of this chapter, and risks federal criminal and civil sanctions and penalties.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.4(505,522B) Applications for consent. The prohibited person must file with the division an
application for consent as set forth in this rule.

13.4(1) Except as provided in subrule 13.4(2), a prohibited person who is, or seeks to be, employed
in any capacity in the business of insurance in lowa shall complete and file an application for consent
using the “Short Form Application for Written Consent to Engage in the Business of Insurance Pursuant
to 18 U.S.C. § 1033 and 1034.” The form is available on the division’s Web site at www.iid.state.ia.us
or is available by request from the division.

13.4(2) The commissioner may at any time request additional information from an applicant to
support a pending application for consent. Failure to provide such information is grounds for denial
of the application.

13.4(3) An application must include:

a. Two 2" x 2" recent passport-type photographs attached to the upper right-hand corner of the
first page of the application for consent.

b. A certified copy of the applicant’s criminal history record both from the applicant’s state of
residence and from the state in which the felony was committed if different from the state of residence.
A Record Check Request form may be obtained from the Iowa division of criminal investigation at:
www.state.ia.us/government/dps/dci/crimhist.htm.

c. A certified copy of court documents that demonstrate completion and performance of all
conditions imposed by the court.

d.  Anaffidavit from the immediate supervisor or potential immediate supervisor for the entity that
employs the applicant or that seeks to employ the applicant stating in detail the duties and responsibilities
which the applicant will perform and for which the applicant seeks consent.

e.  Any other relevant documents or information that the prohibited person would like to have
considered.

13.4(4) Upon the occurrence of any event that would change any answer on the application, an
amendment must be promptly filed. Failure to file an amendment may result in denial of the request for

consent or the immediate suspension or revocation of a previously granted consent.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.5(505,522B) Consideration of applications for consent.

13.5(1) The commissioner shall have the sole discretion to grant or deny an application for consent
to engage in or transact the business of insurance.

13.5(2) Each decision of whether or not to grant consent to engage in or transact the business of
insurance to a prohibited person will be handled on a case-by-case basis. Factors to be considered include,
but are not limited to, the following:

a. The nature and severity of the crime;
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The length of time since the conviction;
The injury or loss caused by the prohibited person;
Whether the conviction is related to the business of insurance;

e.  Whether the prohibited person received a pardon from the authority that convicted the person
and whether the pardon was granted due to the innocence of the person;

£~ Whether the prohibited person completed parole or probation;

g Whether a breach of trust or dishonesty was involved;

h.  The nature and strength of character reference letters;

i.  The person’s business and personal records before and after the conviction;

j. Whether and to what extent the person has made material false statements in an application,
renewal or other documents filed with the commissioner;

k. Whether and to what extent the person has made material false statements in applications or
other documents filed with other agencies of this state or of other states or with federal agencies;

[, Whether the prohibited person’s conviction was expunged;

m. Whether or not the person received the conviction in a foreign country; and

n.  Any additional relevant factors.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

ISURSIES o

191—13.6(505,522B) Review of application by the division.

13.6(1) A completed application shall be reviewed by the commissioner, and the following shall be
considered:

a. The information submitted by the applicant;

b.  The factors set forth in subrule 13.5(2); and

¢. Any mitigating or aggravating circumstances.

13.6(2) At the commissioner’s discretion, the commissioner may convene a hearing to receive
evidence and testimony about the application.

13.6(3) If the commissioner determines that the applicant does not seem to constitute a significant
threat to the public, the commissioner shall issue the consent and specify its scope.

13.6(4) If the commissioner determines that the applicant does seem to constitute a significant threat
to the public, the commissioner shall deny the application. Notice of the denial shall be sent to the
applicant via certified mail to the address on record with the division, return receipt requested. The
prohibited person shall have 30 days to request a hearing with the commissioner.

13.6(5) The application and materials supplied with the application or at the request of the division
and any information obtained by the division during the course of its review shall be considered
information submitted to the insurance division or obtained by the insurance division in the course of
an investigation for purposes of lowa Code section 505.8(8), and the commissioner shall keep such
information confidential. A consent issued by the commissioner shall be deemed a public record for

purposes of lowa Code chapter 22; however, lowa Code section 505.8(9) also shall apply.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.7(505,522B) Consent effective for specified positions and responsibilities only. A consent
issued by the commissioner shall be effective only so long as the prohibited person remains in the same
or similar job position with the same or similar responsibilities to which the person attested in the initial
request for consent. A material change in job responsibilities requires the prohibited person to file an

amended request for consent.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.8(505,522B) Change in circumstances.

13.8(1) Failure to disclose. In the event that the division determines that the prohibited person
receiving the consent made materially false or misleading statements, or failed to disclose material
information in the application for consent, the consent shall be suspended or revoked. The prohibited
person shall have 30 days to request a hearing with the commissioner.


https://www.legis.iowa.gov/docs/ico/section/505.8.pdf
https://www.legis.iowa.gov/docs/ico/chapter/22.pdf
https://www.legis.iowa.gov/docs/ico/section/505.8.pdf
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13.8(2) New felony.

a. A prohibited person who previously received consent from the commissioner to participate in
the business of insurance shall immediately notify the division if that person is subsequently convicted
of an offense under the Act, or of any felony offense involving dishonesty or breach of trust.

b.  The entry of a new conviction shall automatically terminate the prior consent.

¢. When the division becomes aware of the new conviction, it will inform the prohibited person
in writing, via certified mail to the address on record with the division, return receipt requested, that the
consent previously issued has been revoked.

d.  The prohibited person may seek a new consent from the commissioner pursuant to the Act and
to this chapter after reporting the new conviction.

13.8(3) Violation of terms of consent. If the commissioner determines that a prohibited person
has violated the terms of a consent, the commissioner shall immediately terminate the consent. The
prohibited person shall have 30 days to request a hearing with the commissioner.

13.8(4) Suspension of insurance producer license. The commissioner may summarily suspend the
insurance producer license of a prohibited person for any of the actions described in subrule 13.8(1),
13.8(2) or 13.8(3) if the person has been issued a license by the division. A hearing shall be scheduled in

accordance with Iowa Code chapter 17A to determine whether the person’s license should be revoked.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

191—13.9(505,522B) Burden of proof. The burden of proof of persuasion and of the production of
evidence at a hearing regarding a request for consent is on the prohibited person. The person shall have
to demonstrate by clear and convincing evidence that the person is not a threat to the public interest and

public safety.
[ARC 8309B, [AB 11/18/09, effective 12/23/09]

191—13.10(505,522B) Violations and penalties. A prohibited person who engages in the business of
insurance without the consent of the commissioner or otherwise in violation of this chapter shall be
deemed to be in violation of Towa Code section 522B.2 and shall be subject to the penalties provided in

Towa Code section 522B.17.
[ARC 8309B, IAB 11/18/09, effective 12/23/09]

These rules are intended to implement lowa Code chapter 505, lowa Code section 522B.16B and 18
U.S.C. Section 1033.
[Filed ARC 8309B (Notice ARC 8144B, IAB 9/9/09), IAB 11/18/09, effective 12/23/09]


https://www.legis.iowa.gov/docs/ico/chapter/17A.pdf
https://www.legis.iowa.gov/docs/ico/section/522B.2.pdf
https://www.legis.iowa.gov/docs/ico/section/522B.17.pdf
https://www.legis.iowa.gov/docs/ico/chapter/505.pdf
https://www.legis.iowa.gov/docs/ico/section/522B.16B.pdf
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UNFAIR TRADE PRACTICES

CHAPTER 14
LIFE INSURANCE ILLUSTRATIONS MODEL REGULATION

191—14.1(507B) Purpose. The purpose of this chapter is to provide rules for life insurance policy
illustrations that will protect consumers and foster consumer education. These rules provide illustration
formats, prescribe standards to be followed when illustrations are used, and specify the disclosures that
are required in connection with illustrations. The goals of these rules are to ensure that illustrations do
not mislead purchasers of life insurance and to make illustrations more understandable. Insurers will,
as far as possible, eliminate the use of footnotes and caveats and define terms used in the illustration in
language that would be understood by a typical person within the segment of the public to which the
illustration is directed.

191—14.2(507B) Authority. These rules are issued based upon the authority granted the commissioner
under lowa Code section 507B.4.

191—14.3(507B) Applicability and scope. These rules apply to all group and individual life insurance
policies and certificates except:

1. Variable life insurance;

2. Individual and group annuity contracts;

3. Credit life insurance; or

4.  Life insurance policies or certificates with initial face amounts of $10,000 or less.

191—14.4(507B) Definitions. For the purposes of these rules:

“Actuarial Standards Board” means the board established by the American Academy of Actuaries
to develop and promulgate standards of actuarial practice.

“Contract premium”’ means the gross premium that is required to be paid under a fixed premium
policy, including the premium for a rider for which benefits are shown in the illustration.

“Currently payable scale” means a scale of nonguaranteed elements in effect for a policy form as
of the preparation date of the illustration or declared to become effective within the next 95 days.

“Disciplined current scale” means a scale of nonguaranteed elements constituting a limit on
illustrations currently being illustrated by an insurer that is reasonably based on actual recent historical
experience, as certified annually by an illustration actuary designated by the insurer. Further guidance
in determining the disciplined current scale as contained in standards established by the Actuarial
Standards Board may be relied upon if the standards:

1.  Are consistent with all provisions of these rules;

2. Limit a disciplined current scale to reflect only actions that have already been taken or events
that have already occurred;

3. Do not permit a disciplined current scale to include any projected trends of improvements in
experience or any assumed improvements in experience beyond the illustration date; and

4. Do not permit assumed expenses to be less than minimum assumed expenses.

“Generic name” means a short title descriptive of the policy being illustrated such as “whole life,”
“term life” or “flexible premium adjustable life.”

“Guaranteed elements” and “nonguaranteed elements.

1.  “Guaranteed elements” means the premiums, benefits, values, credits or charges under a policy
of life insurance that are guaranteed and determined at issue.

2. “Nonguaranteed elements” means the premiums, benefits, values, credits or charges under a
policy of life insurance that are not guaranteed or not determined at issue.

“Illustrated scale” means a scale of nonguaranteed elements currently being illustrated that is not
more favorable to the policyowner than the lesser of:

1. The disciplined current scale; or

2. The currently payable scale.

’
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“Illustration” means a presentation or depiction that includes nonguaranteed elements of a policy
of life insurance over a period of years and that is one of the three types defined below:

1. “Basic illustration” means a ledger or proposal used in the sale of a life insurance policy that
shows both guaranteed and nonguaranteed elements.

2. “Supplemental illustration” means an illustration furnished in addition to a basic illustration
that meets the applicable requirements of this regulation, and that may be presented in a format differing
from the basic illustration, but may only depict a scale of nonguaranteed elements that is permitted in a
basic illustration.

3. “In-force illustration” means an illustration furnished at any time after the policy that it depicts
has been in force for one year or more.

“Illustration actuary” means an actuary meeting the requirements of rule 14.11(507B) who certifies
to illustrations based on the standard of practice promulgated by the Actuarial Standards Board.

“Lapse-supported illustration” means an illustration of a policy form failing the test of
self-supporting as defined in these rules, under a modified persistency rate assumption using persistency
rates underlying the disciplined current scale for the first five years and 100 percent policy persistency
thereafter.

“Minimum assumed expenses” means the minimum expenses that may be used in the calculation
of the disciplined current scale for a policy form. The insurer may choose to designate each year the
method of determining assumed expenses for all policy forms from the following:

1. Fully allocated expenses;

2. Marginal expenses; and

3. A generally recognized expense table based on fully allocated expenses representing a
significant portion of insurance companies and approved by the National Association of Insurance
Commissioners.

Marginal expenses may be used only if greater than a generally recognized expense table. If no
generally recognized expense table is approved, fully allocated expenses must be used.

“Nonterm group life” means a group policy or individual policies of life insurance issued to members
of an employer group or other permitted group where:

1.  Every plan of coverage was selected by the employer or other group representative;

2. Some portion of the premium is paid by the group or through payroll deduction; and

3. Group underwriting or simplified underwriting is used.

“Policyowner” means the owner named in the policy or the certificate holder in the case of a group
policy.

“Premium outlay” means the amount of premium assumed to be paid by the policyowner or other
premium payer out of pocket.

“Self-supporting illustration” means an illustration of a policy form for which it can be
demonstrated that, when using experience assumptions underlying the disciplined current scale, for all
illustrated points in time on or after the fifteenth policy anniversary or the twentieth policy anniversary
for second-or-later-to-die policies (or upon policy expiration if sooner), the accumulated value of all
policy cash flows equals or exceeds the total policyowner value available. For this purpose, policyowner
value will include cash surrender values and any other illustrated benefits amounts available at the
policyowner’s election.

191—14.5(507B) Policies to be illustrated.

14.5(1) Each insurer marketing policies to which these rules are applicable shall notify the
commissioner whether a policy form is to be marketed with or without an illustration. For all policy
forms being actively marketed on February 1, 1997, the insurer shall identify in writing those forms
and whether or not an illustration will be used with them. For policy forms filed after February 1, 1997,
the identification shall be made at the time of filing. Any previous identification may be changed by
notice to the commissioner.

14.5(2) If the insurer identifies a policy form as one to be marketed without an illustration, any use
of an illustration for any policy using that form prior to the first policy anniversary is prohibited.
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14.5(3) If a policy form is identified by the insurer as one to be marketed with an illustration, a
basic illustration prepared and delivered in accordance with these rules is required, except that a basic
illustration need not be provided to individual members of a group or to individuals insured under
multiple lives coverage issued to a single applicant unless the coverage is marketed to these individuals.
The illustration furnished an applicant for a group life insurance policy or policies issued to a single
applicant on multiple lives may be either an individual or composite illustration representative of the
coverage on the lives of members of the group or the multiple lives covered.

14.5(4) Potential enrollees of nonterm group life subject to these rules shall be furnished a quotation
with the enrollment materials. The quotation shall show potential policy values for sample ages and
policy years on a guaranteed and nonguaranteed basis appropriate to the group and the coverage. This
quotation shall not be considered an illustration for purposes of these rules, but all information provided
shall be consistent with the illustrated scale. A basic illustration shall be provided at delivery of the
certificate to enrollees for nonterm group life who enroll for more than the minimum premium necessary
to provide pure death benefit protection. In addition, the insurer shall make a basic illustration available
to any nonterm group life enrollee who requests it.

191—14.6(507B) General rules and prohibitions.

14.6(1) An illustration used in the sale of a life insurance policy shall satisfy the applicable
requirements of these rules, be clearly labeled “life insurance illustration” and contain the following
basic information:

a. Name of insurer;

b.  Name and business address of producer or insurer’s authorized representative, if any;

c.  Name, age and sex of proposed insured, except where a composite illustration is permitted
under these rules;

d.  Underwriting or rating classification upon which the illustration is based;

e.  Generic name of policy, the company product name, if different, and form number;

£ Initial death benefit; and

g Dividend option election or application of nonguaranteed elements, if applicable.

14.6(2) When using an illustration in the sale of a life insurance policy, an insurer or its producers
or other authorized representatives shall not:

a. Represent the policy as anything other than a life insurance policy;

b.  Use or describe nonguaranteed elements in a manner that is misleading or has the capacity or
tendency to mislead,;

c.  State or imply that the payment or amount of nonguaranteed elements is guaranteed;

d.  Use an illustration that does not comply with the requirements of these rules;

e.  Use an illustration that at any policy duration depicts policy performance more favorable to the
policyowner than that produced by the illustrated scale of the insurer whose policy is being illustrated;

£~ Provide an applicant with an incomplete illustration;

g Represent in any way that premium payments will not be required for each year of the policy
in order to maintain the illustrated death benefits, unless that is the fact;

h.  Use the term “vanish” or “vanishing premium” or a similar term that implies the policy becomes
paid up, to describe a plan for using nonguaranteed elements to pay a portion of future premiums;

i.  Except for policies that can never develop nonforfeiture values, use an illustration that is
“lapse-supported”; or

j. Use an illustration that is not “self-supporting.”

14.6(3) If an interest rate used to determine the illustrated nonguaranteed elements is shown, it shall
not be greater than the earned interest rate underlying the disciplined current scale.

191—14.7(507B) Standards for basic illustrations.
14.7(1) Format. A basic illustration shall conform with the following requirements:
a.  The illustration shall be labeled with the date on which it was prepared.
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b. Each page, including any explanatory notes or pages, shall be numbered and show its
relationship to the total number of pages in the illustration (e.g., the fourth page of a seven-page
illustration shall be labeled “page 4 of 7 pages”).

c¢.  The assumed dates of payment receipt and benefit payout within a policy year shall be clearly
identified.

d.  Ifthe age of the proposed insured is shown as a component of the tabular detail, it shall be issue
age plus the numbers of years the policy is assumed to have been in force.

e.  The assumed payments on which the illustrated benefits and values are based shall be identified
as premium outlay or contract premium, as applicable. For policies that do not require a specific contract
premium, the illustrated payments shall be identified as premium outlay.

f Guaranteed death benefits and values available upon surrender, if any, for the illustrated
premium outlay or contract premium shall be shown and clearly labeled guaranteed.

g If the illustration shows any nonguaranteed elements, they cannot be based on a scale more
favorable to the policyowner than the insurer’s illustrated scale at any duration. These elements shall be
clearly labeled nonguaranteed.

h.  The guaranteed elements, if any, shall be shown before corresponding nonguaranteed elements
and shall be specifically referred to on any page of an illustration that shows or describes only the
nonguaranteed elements (e.g., “see page 1 for guaranteed elements”).

i.  The account or accumulation value of a policy, if shown, shall be identified by the name this
value is given in the policy being illustrated and shown in close proximity to the corresponding value
available upon surrender.

j. The value available upon surrender shall be identified by the name this value is given in
the policy being illustrated and shall be the amount available to the policyowner in a lump sum after
deduction of surrender charges, policy loans and policy loan interest, as applicable.

k. Tllustrations may show policy benefits and values in graphic or chart form in addition to the
tabular form.

[ Any illustration of nonguaranteed elements shall be accompanied by a statement indicating that:

1. The benefits and values are not guaranteed;

2. The assumptions on which they are based are subject to change by the insurer; and

3. Actual results may be more or less favorable.

m. If the illustration shows that the premium payer may have the option to allow policy charges
to be paid using nonguaranteed values, the illustration must clearly disclose that a charge continues to
be required and that, depending on actual results, the premium payer may need to continue or resume
premium outlays. Similar disclosure shall be made for premium outlay of lesser amounts or shorter
durations than the contract premium. If a contract premium is due, the premium outlay display shall not
be left blank or show zero unless accompanied by an asterisk or similar mark to draw attention to the
fact that the policy is not paid up.

n.  If the applicant plans to use dividends or policy values, guaranteed or nonguaranteed, to pay
all or a portion of the contract premium or policy charges, or for any other purpose, the illustration may
reflect those plans and the impact on future policy benefits and values.

14.7(2) Narrative summary. A basic illustration shall include the following:

a. Abrief description of the policy being illustrated, including a statement that it is a life insurance
policy;

b. A brief description of the premium outlay or contract premium, as applicable, for the policy.
For a policy that does not require payment of a specific contract premium, the illustration shall show the
premium outlay that must be paid to guarantee coverage for the term of the contract, subject to maximum
premiums allowable to qualify as a life insurance policy under the applicable provisions of the Internal
Revenue Code;

c. A brief description of any policy features, riders or options, guaranteed or nonguaranteed,
shown in the basic illustration and the impact they may have on the benefits and values of the policy;

d. Identification and a brief definition of column headings and key terms used in the illustration;
and
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e. A statement containing in substance the following: “This illustration assumes that the currently
illustrated nonguaranteed elements will continue unchanged for all years shown. This is not likely to
occur, and actual results may be more or less favorable than those shown.”

14.7(3) Numeric summary.

a. Following the narrative summary, a basic illustration shall include a numeric summary of the
death benefits and values and the premium outlay and contract premium, as applicable. For a policy that
provides for a contract premium, the guaranteed death benefits and values shall be based on the contract
premium. This summary shall be shown for at least policy years 5, 10 and 20 and at age 70, if applicable,
on the three bases shown below. For multiple life policies the summary shall show policy years 5, 10,
20 and 30.

(1) Policy guarantees;

(2) Insurer’s illustrated scale;

(3) Insurer’s illustrated scale used but with the nonguaranteed elements reduced as follows:

1. Dividends at 50 percent of the dividends contained in the illustrated scale used;

2. Nonguaranteed credited interest at rates that are the average of the guaranteed rates and the
rates contained in the illustrated scale used; and

3. All nonguaranteed charges, including but not limited to term insurance charges, mortality and
expense charges, at rates that are the average of the guaranteed rates and the rates contained in the
illustrated scale used.

b.  In addition, if coverage would cease prior to policy maturity or age 100, the year in which
coverage ceases shall be identified for each of the three bases.

14.7(4) Statements. Statements substantially similar to the following shall be included on the same
page as the numeric summary and signed by the applicant, or the policyowner in the case of an illustration
provided at time of delivery, as required in these rules.

a. A statement to be signed and dated by the applicant or policyowner reading as follows: “I have
received a copy of this illustration and understand that any nonguaranteed elements illustrated are subject
to change and could be either higher or lower. The producer has told me they are not guaranteed.”

b. A statement to be signed and dated by the insurance producer or other authorized representative
of the insurer reading as follows: “I certify that this illustration has been presented to the applicant and
that I have explained that any nonguaranteed elements illustrated are subject to change. I have made no
statements that are inconsistent with the illustration.”

14.7(5) Tabular detail.

a. A basic illustration shall include the following for at least each policy year from one to ten and
for every fifth policy year thereafter ending at age 100, policy maturity or final expiration; and except
for term insurance beyond the twentieth year, for any year in which the premium outlay and contract
premium, if applicable, is to change:

(1) The premium outlay and mode the applicant plans to pay and the contract premium, as
applicable;

(2) The corresponding guaranteed death benefit, as provided in the policy; and

(3) The corresponding guaranteed value available upon surrender, as provided in the policy.

b.  For a policy that provides for a contract premium, the guaranteed death benefit and value
available upon surrender shall correspond to the contract premium.

c¢.  Nonguaranteed elements may be shown if described in the contract. In the case of an illustration
for a policy on which the insurer intends to credit terminal dividends, they may be shown if the insurer’s
current practice is to pay terminal dividends. If any nonguaranteed elements are shown, they must be
shown at the same durations as the corresponding guaranteed elements, if any. If no guaranteed benefit
or value is available at any duration for which a nonguaranteed benefit or value is shown, a zero shall be
displayed in the guaranteed column.

191—14.8(507B) Standards for supplemental illustrations.
14.8(1) A supplemental illustration may be provided so long as:
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a. Itis appended to, accompanied by or preceded by a basic illustration that complies with these
rules;

b.  The nonguaranteed elements shown are not more favorable to the policyowner than the
corresponding elements based on the scale used in the basic illustration;

c. It contains the same statement required of a basic illustration that nonguaranteed elements are
not guaranteed; and

d.  For a policy that has a contract premium, the contract premium underlying the supplemental
illustration is equal to the contract premium shown in the basic illustration. For policies that do not
require a contract premium, the premium outlay underlying the supplemental illustration shall be equal
to the premium outlay shown in the basic illustration.

14.8(2) The supplemental illustration shall include a notice referring to the basic illustration for
guaranteed elements and other important information.

191—14.9(507B) Delivery of illustration and record retention.

14.9(1) If a basic illustration is used by an insurance producer or other authorized representative of
the insurer in the sale of a life insurance policy and the policy is applied for as illustrated, a copy of that
illustration, signed in accordance with these rules, shall be submitted to the insurer at the time of policy
application. A copy shall also be provided to the applicant.

If the policy is issued other than as applied for, a revised basic illustration conforming to the policy as
issued shall be sent with the policy. The revised illustration shall conform to the requirements of this rule,
shall be labeled “Revised Illustration” and shall be signed and dated by the applicant or policyowner and
producer or other authorized representative of the insurer no later than the time the policy is delivered.
A copy shall be provided to the insurer and the policyowner.

14.9(2) If no illustration is used by an insurance producer or other authorized representative of the
insurer in the sale of a life insurance policy or if the policy is applied for other than as illustrated, the
producer or representative shall certify to that effect in writing on a form provided by the insurer. On the
same form the applicant shall acknowledge that no illustration conforming to the policy applied for was
provided and shall further acknowledge an understanding that an illustration conforming to the policy
as issued will be provided no later than at the time of policy delivery. This form shall be submitted to
the insurer at the time of policy application.

If the policy is issued, a basic illustration conforming to the policy as issued shall be sent with the
policy and signed no later than the time the policy is delivered. A copy shall be provided to the insurer
and the policyowner.

14.9(3) If the basic illustration or revised illustration is sent to the applicant or policyowner by mail
from the insurer, it shall include instructions for the applicant or policyowner to sign the duplicate copy
of the numeric summary page of the illustration for the policy issued and return the signed copy to the
insurer. The insurer’s obligation under this subrule shall be satisfied if it can demonstrate that it has
made a diligent effort to secure a signed copy of the numeric summary page. The requirement to make
a diligent effort shall be deemed satisfied if the insurer includes in the mailing a self-addressed postage
prepaid envelope with instructions for the return of the signed numeric summary page.

14.9(4) A copy of the basic illustration and a revised basic illustration, if any, signed as applicable,
along with any certification either that no illustration was used or that the policy was applied for other
than as illustrated, shall be retained by the insurer until three years after the policy is no longer in force.
A copy need not be retained if no policy is issued.

191—14.10(507B) Annual report; notice to policyowners.

14.10(1) In the case of a policy designated as one for which illustrations will be used, the insurer
shall provide each policyowner with an annual report on the status of the policy that shall contain at least
the following information:

a.  For universal life policies, the report shall include the following:

(1) The beginning and end date of the current report period;
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(2) The policy value at the end of the previous report period and at the end of the current report
period;

(3) The total amounts that have been credited or debited to the policy value during the current report
period, identifying each by type (e.g., interest, mortality, expense and riders);

(4) The current death benefit at the end of the current report period on each life covered by the
policy;

(5) The net cash surrender value of the policy as of the end of the current report period;

(6) The amount of outstanding loans, if any, as of the end of the current report period; and either

(7) For fixed premium policies: If, assuming guaranteed interest, mortality and expense loads and
continued scheduled premium payments, the policy’s net cash surrender value is such that it would not
maintain insurance in force until the end of the next reporting period, a notice to this effect shall be
included in the report; or

(8) For flexible premium policies: If, assuming guaranteed interest, mortality and expense loads,
the policy’s net cash surrender value will not maintain insurance in force until the end of the next reporting
period unless further premium payments are made, a notice to this effect shall be included in the report.

b.  For all other policies, where applicable:

(1) Current death benefit;

(2) Annual contract premium;

(3) Current cash surrender value;

(4) Current dividend;

(5) Application of current dividend; and

(6) Amount of outstanding loan.

c. Insurers writing life insurance policies that do not build nonforfeiture values shall only be
required to provide an annual report with respect to these policies for those years when a change has
been made to nonguaranteed policy elements by the insurer.

14.10(2) If the annual report does not include an in-force illustration, it shall contain the following
notice displayed prominently: “IMPORTANT POLICYOWNER NOTICE: You should consider
requesting more detailed information about your policy to understand how it may perform in the
future. You should not consider replacement of your policy or make changes in your coverage without
requesting a current illustration. You may annually request, without charge, such an illustration by
calling [insurer’s telephone number], writing to [insurer’s name] at [insurer’s address] or contacting
your agent. If you do not receive a current illustration of your policy within 30 days from your request,
you should contact your state insurance department.” The insurer may vary the sequential order of the
methods for obtaining an in-force illustration.

14.10(3) Upon the request of the policyowner, the insurer shall furnish an in-force illustration of
current and future benefits and values based on the insurer’s present illustrated scale. This illustration
shall comply with the requirements of subrules 14.6(1), 14.6(2), 14.7(1) and 14.7(5). No signature or
other acknowledgment of receipt of this illustration shall be required.

14.10(4) If an adverse change in nonguaranteed elements that could affect the policy has been made
by the insurer since the last annual report, the annual report shall contain a notice of that fact and the
nature of the change prominently displayed.

191—14.11(507B) Annual certifications.

14.11(1) The board of directors of each insurer shall appoint one or more illustration actuaries.

14.11(2) The illustration actuary shall certify that the disciplined current scale used in illustrations is
in conformity with the Actuarial Standard of Practice for Compliance with the NAIC Model Regulation
on Life Insurance Illustrations promulgated by the Actuarial Standards Board, and that the illustrated
scales used in insurer-authorized illustrations meet the requirements of these rules.

14.11(3) The illustration actuary shall:

a. Be amember in good standing of the American Academy of Actuaries;

b.  Be familiar with the standard of practice regarding life insurance policy illustrations;

¢.  Not have been found by the commissioner, following appropriate notice and hearing, to have:
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(1) Violated any provision of, or any obligation imposed by, the insurance law or other law in the
course of dealings as an illustration actuary;

(2) Been found guilty of fraudulent or dishonest practices;

(3) Demonstrated incompetence, lack of cooperation, or untrustworthiness to act as an illustration
actuary; or

(4) Resigned or been removed as an illustration actuary within the past five years as a result of
acts or omissions indicated in any adverse report on examination or as a result of a failure to adhere to
generally acceptable actuarial standards;

d.  Not fail to notify the commissioner of any action taken by a commissioner of another state
similar to that under paragraph 14.11(3) “c” above;

e. Disclose in the annual certification whether, since the last certification, a currently payable
scale applicable for business issued within the previous five years and within the scope of the
certification has been reduced for reasons other than changes in the experience factors underlying the
disciplined current scale. If nonguaranteed elements illustrated for new policies are not consistent
with those illustrated for similar in-force policies, this must be disclosed in the annual certification.
If nonguaranteed elements illustrated for both new and in-force policies are not consistent with the
nonguaranteed elements actually being paid, charged or credited to the same or similar forms, this must
be disclosed in the annual certification; and

f- Disclose in the annual certification the method used to allocate overhead expenses for all
illustrations:

(1) Fully allocated expenses;

(2) Marginal expenses; or

(3) A generally recognized expense table based on fully allocated expenses representing a
significant portion of insurance companies and approved by the National Association of Insurance
Commissioners.

14.11(4) The illustration actuary shall file a certification with the board and with the commissioner:

1.  Annually for all policy forms for which illustrations are used; and

2. Before a new policy form is illustrated.

If an error in a previous certification is discovered, the illustration actuary shall notify the board of
directors of the insurer and the commissioner promptly.

14.11(5) If an illustration actuary is unable to certify the scale for any policy form illustration the
insurer intends to use, the actuary shall notify the board of directors of the insurer and the commissioner
promptly of the actuary’s inability to certify.

14.11(6) A responsible officer of the insurer, other than the illustration actuary, shall certify annually:

a.  That the illustration formats meet the requirements of these rules and that the scales used in
insurer-authorized illustrations are those scales certified by the illustration actuary; and

b.  That the company has provided its agents with information about the expense allocation method
used by the company in its illustrations and disclosed as required in 14.11(3) “’f.”

14.11(7) The annual certifications shall be provided to the commissioner each year by a date
determined by the insurer.

14.11(8) If an insurer changes the illustration actuary responsible for all or a portion of the company’s
policy forms, the insurer shall notify the commissioner of that fact promptly and disclose the reason for
the change.

191—14.12(507B) Penalties. In addition to any other penalties provided by the laws of this state, an
insurer or producer that violates a requirement of these rules shall be found to have committed a violation
of Iowa Code section 507B.4.

191—14.13(507B) Separability. If any provision of these rules or their application to any person or
circumstance is for any reason held to be invalid by any court of law, the remainder of the rules and their
application to other persons or circumstances shall not be affected.
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191—14.14(507B) Effective date. These rules shall become effective February 1, 1997, and shall apply
to policies sold on or after the effective date.
These rules are intended to implement lowa Code chapter 507B.
[Filed 10/4/96, Notice 7/3/96—published 10/23/96, effective 2/1/97]
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CHAPTER 15
UNFAIR TRADE PRACTICES

[Prior to 10/22/86, Insurance Department[510]]

DIVISION I
SALES PRACTICES

191—15.1(507B) Purpose. This chapter is intended to establish certain minimum standards and
guidelines of conduct by identifying unfair methods of competition and unfair or deceptive acts or
practices in the business of insurance, as prohibited by Iowa Code chapter 507B.

191—15.2(507B) Definitions.

“Advertisement” for the purpose of these rules shall be material designed to create public interest in
insurance or an insurer, or to induce the public to purchase, increase, modify, reinstate or retain a policy
including:

1.  Printed and published material, audio and visual material, and descriptive literature of an insurer
or producer used in direct mail, newspapers, magazines, radio scripts, TV scripts, billboards, computer
on-line networks and similar displays; descriptive literature and sales aids of all kinds issued by an
insurer or producer for presentation to members of the public, including but not limited to circulars,
leaflets, booklets, depictions, illustrations, and form letters; and sales talks, presentations, and material
for use by producers.

2. However, for the purpose of these rules “advertisement” shall not include: communications or
materials used within an insurer’s own organization and not intended for dissemination to the public;
communications with policyholders other than material urging policyholders to purchase, increase,
modify, reinstate, or retain a policy; and a general announcement from a group or blanket policyholder
to eligible individuals on an employment or membership list that a policy or program has been written
or arranged, provided the announcement clearly indicates that it is preliminary to the issuance of a
booklet explaining the proposed coverage.

“Aftermarket crash parts” means replacement parts as defined in lowa Code section 537B.4.

“Certificate” means a statement of the coverage and provisions of a policy of group accident and
sickness insurance which has been delivered or issued for delivery in this state and includes riders,
endorsements and enrollment forms, if attached.

“Duplicate Medicare supplement insurance” shall mean the sale or the attempt to knowingly sell to
an individual a policy of insurance designed to supplement Medicare benefits as provided in The Health
Insurance for the Aged Act, Title XVII of the Social Security Amendments of 1965 as then constituted
or later amended when the individual is already insured under such a policy.

“Duplication” means policies of the same coverage type according to minimum standards
classifications outlined in 191 IAC 36.6(514D) which overlap to the extent that a reasonable individual
would not consider the ownership of the policies to be beneficial.

“Exception” for the purpose of these rules shall mean any provision in a policy whereby coverage
for a specified hazard is entirely eliminated; it is a statement of a risk not assumed under the policy.

“Illustrated scale” shall mean a scale of nonguaranteed elements currently being illustrated that is
not more favorable to the policyholder than the lesser of the disciplined current scale or the currently
payable scale as defined in 191 IAC 14.4(507B).

“Institutional advertisement” means an advertisement having as its sole purpose the promotion of
the reader’s, viewer’s or listener’s interest in the concept of accident and sickness insurance, or the
promotion of the insurer as a seller of accident and sickness insurance.

“Insurer” shall mean any corporation, association, partnership, reciprocal exchange, interinsurer,
Lloyd’s, fraternal benefit society, and any other legal entity engaged in the business of insurance.

“Invitation to contract” means an advertisement for accident and sickness insurance that is neither
an invitation to inquire nor an institutional advertisement.

“Invitation to inquire” means an advertisement having as its objective the creation of a desire to
inquire further about accident and sickness insurance and that is limited to a brief description of the loss
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for which benefits are payable. An invitation to inquire may not refer to cost but may contain the dollar
amount of benefits payable and the period of time during which benefits are payable.

“Limitation” for the purpose of these rules shall mean any provision which restricts coverage under
the policy other than an exception or a reduction.

“Limited benefit health coverage” shall have the same meaning as defined in 191—subrule 36.6(10).

“Person” shall mean any individual, corporation, association, partnership, reciprocal exchange,
interinsurer, fraternal benefit society, and any other legal entity engaged in the business of insurance,
including insurance producers and adjusters. “Person” shall also mean any corporation operating under
the provisions of lowa Code chapter 514 and any benevolent association as defined and operated under
Iowa Code chapter 512A. For purposes of this chapter, corporations operating under the provisions of
Iowa Code chapter 514 and lowa Code chapter 512A shall be deemed to be engaged in the business of
insurance.

“Policy” shall include any policy, plan, certificate, contract, agreement, statement of coverage, rider,
or endorsement which provides for insurance benefits.

“Preneed funeral contract or prearrangement” shall mean an agreement by or for an individual
before the individual’s death relating to the purchase or provision of specific funeral or cemetery
merchandise or services.

“Producer” shall mean a person who solicits, negotiates, effects, procures, delivers, renews,
continues or binds policies of insurance for risks residing, located or to be performed in this state.

“Prominently” or “conspicuously” means that the information to be disclosed will be presented in
a manner that is noticeably set apart from other information or images in the advertisement.

“Reduction” for the purpose of these rules shall mean any provision which reduces the amount of
the benefit; a risk of loss is assumed but payment upon the occurrence of such loss is limited to some
amount or period less than would be otherwise payable had such reduction not been used.

“Twisting” shall mean any action by a producer or insurer to induce or attempt to induce any
individual to lapse, forfeit, surrender, terminate, retain, assign, borrow, or convert a policy or an annuity
in order that such individual procure another policy or annuity, when such action would operate to the
overall detriment of the interests of the individual.

191—15.3(507B) Advertising.

15.3(1) Form and content of advertisements. The format and content of an advertisement shall be
truthful and sufficiently complete and clear to avoid deception or the capacity or tendency to misrepresent
or deceive. Whether an advertisement has a capacity or tendency to misrepresent or deceive shall be
determined by the overall impression that the advertisement may be reasonably expected to create upon
an individual in the segment of the public to which it is primarily directed and who has average education,
intelligence and familiarity with insurance terminology for products in that market.

Information regarding exceptions, limitations, reductions and other restrictions required to be
disclosed by this rule shall not be minimized, rendered obscure or presented in an ambiguous fashion or
intermingled with the context of the advertisements so as to be confusing or misleading.

15.3(2) Prohibited terms and disclosure requirements for health insurance.

a. No advertisement shall contain or use words or phrases such as “all”; “full”; “complete”;

99, 99, < 99, <.

“comprehensive”; “unlimited”; “up to”; “as high as”; “this policy will help fill some of the gaps that
Medicare and your present insurance leave out”; “this policy will help to replace your income” (when
used to express loss of time benefits); or similar words and phrases, in a manner which exaggerates any
benefits beyond the terms of the policy.

b.  No advertisement shall contain descriptions of a policy limitation, exception, or reduction,
worded in a positive manner to imply that it is a benefit, such as describing a waiting period as a “benefit
builder” or stating “even preexisting conditions are covered after two years.” Words and phrases used in
an advertisement to describe such policy limitations, exceptions and reductions shall fairly and accurately
describe the negative features of such limitations, exceptions and reductions of the policy offered.

c¢.  No advertisement of a benefit for which payment is conditional upon confinement in a hospital
or similar facility shall use words or phrases such as “tax free,” “extra cash” and substantially similar
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phrases which have the capacity, tendency or effect of misleading the public into believing that the policy
advertised will, in some way, enable an individual to make a profit from being hospitalized.

d.  No advertisement shall use the words “only”; “just”; “merely”; “minimum” or similar words
or phrases to describe the applicability of any exceptions and reductions, such as: “This policy is subject
to the following minimum exceptions and reductions.”

e. An advertisement which refers to either a dollar amount, or a period of time for which any
benefit is payable, or the cost of the policy, or specific policy benefit, or the loss for which such benefit is
payable, shall also disclose those exceptions, reductions, and limitations affecting the basic provisions of
the policy without which the advertisement would have the capacity or tendency to mislead or deceive.

f An advertisement may contain a brief description of coverage in an invitation to inquire so
long as it is limited to a brief description of the loss for which benefits are payable. The brief description
may also contain the dollar amount of benefits payable or the period of time during which benefits are
payable, or both, but may not refer to the cost of the policy.

g An advertisement for a policy which contains a waiting, elimination, probationary, or similar
time period between the effective date of the policy and the effective date of coverage under the policy
or a time period between the date a loss occurs and the date benefits begin to accrue for such loss shall
prominently disclose the existence of such periods.

h.  An invitation to inquire shall contain a provision in the following or substantially similar form:
“This policy has [exclusions] [limitations] [reduction of benefits] [terms under which the policy
may be continued in force or discontinued]. For costs and complete details of the coverage, call
[or write] your insurance agent or the company [whichever is applicable].”

15.3(3) Prohibited terms in life insurance and annuity policies. No advertisement for a life
insurance or annuity policy shall use the terms “investment,” “investment plan,” “founder’s plan,”
“charter plan,” “expansion plan,” “profit,” “profits,” “profit sharing,” “interest plan,” “savings,”
“savings plan,” “retirement plan,” or other similar term which has the capacity or tendency to mislead an
insured or prospective insured to believe that the insurer is offering something other than an insurance
policy or some benefit not available to other individuals of the same class and equal expectation of life.
An advertisement shall not state that there are “no more premiums” or that premiums will “vanish” or
“disappear” or use similar terms when such statement is not based on the guaranteed rates.

15.3(4) Exclusions, limitations, exceptions and reductions. Words and phrases used in an
advertisement to describe policy exclusions, limitations, exceptions and reductions shall clearly,
prominently and accurately indicate the negative or limited nature of the exclusions, limitations,
exceptions and reductions.

An advertisement for a policy providing benefits for specified illnesses only, such as cancer, or
other policies providing benefits that are limited in nature shall clearly and conspicuously in prominent
type state the limited nature of the policy. The statement shall be worded in language identical to or
substantially similar to the following: “THIS IS A LIMITED POLICY,” “THIS POLICY PROVIDES
LIMITED BENEFITS,” or “THIS IS A CANCER-ONLY POLICY.”

15.3(5) Use of statistics. An advertisement shall not contain statistical information relating to any
insurer or policy unless it accurately reflects recent and relevant facts. The source of any such statistics
used in an advertisement shall be identified therein.

15.3(6) Introductory, initial or special offers.

a.  An advertisement shall not directly or by implication represent that a policy is an introductory,
initial or special offer, or that a person will receive advantages not available at a later date, or that the
offer is available only to a specified group of persons, unless such is the fact.

b.  An advertisement shall not offer a policy which utilizes a reduced initial premium rate in a
manner which overemphasizes the availability and the amount of the initial reduced premium. When
an insurer charges an initial premium that differs in amount from the amount of the renewal premium
payable on the same mode, the advertisement shall not display the amount of the reduced initial premium
either more frequently or more prominently than the renewal premium, and both the initial reduced
premium and the renewal premium must be stated in each portion of the advertisement where the initial
reduced premium appears. This paragraph shall not apply to annual renewable term policies.

EEINNT3 LR N3 < EEINNTS



Ch15,p.4 Insurance[191] IAC 3/7/12

15.3(7) Testimonials or endorsements by third parties.

a. Testimonials used in advertisements must be genuine, represent the current opinion of the
author, be applicable to the policy advertised and be accurately reproduced. The insurer, in using a
testimonial, makes as its own all of the statements contained therein, and the advertisement, including
such statement, is subject to all the provisions of these rules.

b.  If the person making a testimonial or an endorsement has a financial interest in the insurer or a
related entity as a stockholder, director, officer, employee, or otherwise, such fact shall be disclosed in
the advertisement. If a person is compensated for making a testimonial or endorsement, such fact shall
be disclosed in the advertisement by language substantially as follows: “Paid Endorsement.” This rule
does not require disclosure of union “scale” wages required by union rules if the payment is actually for
such “scale” for TV or radio performances. The payment of substantial amounts, directly or indirectly,
for “travel and entertainment” for filming or recording of TV or radio advertisements constitutes
compensation and requires disclosure. This rule does not apply to an institutional advertisement which
has as its sole purpose the promotion of the insurer.

c.  An advertisement which states or implies that an insurer or an insurance product has been
approved or endorsed by any person or other organizations must also disclose any proprietary or other
relationship between the parties.

15.3(8) Disparaging and incomplete comparisons and statements. An advertisement shall not
directly or indirectly make unfair or incomplete comparisons of policies or benefits or comparisons of
noncomparable policies of other insurers, and shall not disparage other insurers, their policies, services
or business methods, and shall not disparage or unfairly minimize competing methods of marketing
insurance. An advertisement shall not contain statements which are untrue in fact, or by implication
misleading, with respect to the assets, corporate structure, financial standing, age or relative position of
an insurer in the insurance business.

15.3(9) Identity of insurer.

a. The name of the actual insurer shall be clearly identified in all advertisements for a particular
policy. An advertisement shall not use a trade name, insurance group designation, name of a parent
company, name of a particular company division, service mark, slogan, symbol or other device which
would have the capacity and tendency to misrepresent the true identity of an insurer.

b.  No advertisement shall use any combination of words, symbols, or physical materials which
by its content, phraseology, shape, color or other characteristics is so similar to combinations of words,
symbols, or physical materials used by a municipal, state or federal agency that it would lead a reasonable
individual to believe that the advertisement is approved, endorsed or accredited by an agency of the
municipal, state, or federal government.

15.3(10) Disclosure requirements for life insurance and annuities.

a. Anadvertisement for a policy containing graded or modified benefits shall prominently display
any limitation of benefits. If the premium is level and coverage decreases or increases with age or
duration, such fact shall be prominently disclosed.

b.  Anadvertisement for a policy with nonlevel premiums shall prominently describe the premium
changes.

c.  Dividends.

(1) Anadvertisement shall not state or imply that the payment or amount of dividends is guaranteed.
If dividends for an annuity are illustrated, the illustration must be based on the insurer’s illustrated scale
and must contain a statement that the illustration is not to be construed as a guarantee or estimate of
dividends to be paid in the future.

(2) Anadvertisement shall not state or imply that the illustrated scale under a participating policy or
pure endowments will be or can be sufficient at any future time to ensure, without the further payment of
premiums, the receipt of benefits, such as a paid-up policy, unless the advertisement clearly and precisely
explains (1) what benefits or coverage would be provided at such time and (2) under what conditions
this would occur.
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d.  An advertisement of a deferred annuity shall not state the net premium accumulation interest
rate unless it discloses in close proximity thereto and with equal prominence the actual relationship
between the gross and net premiums.

e. An advertisement that states the projected values of a policy must use the guaranteed interest
rates in determining such projected values and, in addition, may show other projected values based on
interest rates which comply with the illustrated scale. Any statements containing or based upon an
interest rate higher than the guaranteed accumulation interest rates shall likewise set forth with equal
prominence comparable statements containing or based upon the guaranteed accumulation interest
rates. If the policy does not contain a provision for a guaranteed interest rate, any advertisement
showing projected values must clearly state that the rates are not guaranteed. This subrule does not
apply to an illustration or supplemental illustration subject to the provisions of the Life Illustrations
Model Regulation, 191 IAC 14.

£ An advertisement or presentation which does not recognize the time value of money through
the use of appropriate interest adjustments shall not be used for comparing the cost of two or more life
insurance policies. Such advertisement may be used for the purpose of demonstrating the cash flow
pattern of a policy if such advertisement is accompanied by a statement disclosing that the advertisement
does not recognize that, because of interest, a dollar in the future may not have the same value as a dollar
at the time of the presentation.

g Anadvertisement of benefits shall not display guaranteed and nonguaranteed benefits as a single
sum unless they are also shown separately in close proximity thereto.

h. A statement regarding the use of life insurance cost indexes shall include an explanation that
the indexes are useful only for the comparison of the relative costs of two or more similar policies.

i.  Alife insurance cost index which reflects dividends or an equivalent level annual dividend shall
be accompanied by a statement that it is based on the insurer’s illustrated scale and is not guaranteed.

15.3(11) Special offers. Advertisements, applications, requests for additional information and
similar materials are prohibited if they state or imply that the recipient has been individually selected
to be offered insurance or has had the recipient’s eligibility for the insurance individually determined
in advance when the advertisement is directed to all individuals in a group or to all individuals whose
names appear on a mailing list.

15.3(12) Disclosure requirement. In an advertisement that is an invitation to contract for an accident
and sickness insurance policy that is guaranteed renewable, cancelable or renewable at the option of the
company, the advertisement shall disclose that the insurer has the right to increase premium rates if the
policy so provides.

15.3(13) Group or quasi-group implications.

a. Anadvertisement of a particular policy shall not state or imply that prospective insureds become
group or quasi-group members covered under a group policy and, as members, enjoy special rates or
underwriting privileges, unless that is the fact.

b.  This rule prohibits the solicitation of a particular class, such as governmental employees, by
use of advertisements which state or imply that their class membership entitles the member to reduced
rates on a group or other basis when, in fact, the policy being advertised is sold only on an individual
basis at regular rates.

c. Advertisements that indicate that a particular coverage or policy is exclusively for “preferred
risks” or a particular segment of the population or that a particular segment of the population is an
acceptable risk, when the distinctions are not maintained in the issuance of policies, are prohibited.

d.  An advertisement to join an association, trust or discretionary group that is also an invitation
to contract for insurance coverage shall clearly disclose that the applicant will be purchasing both
membership in the association, trust or discretionary group and insurance coverage. The insurer shall
solicit insurance coverage on a separate and distinct application that requires a separate signature. The
separate and distinct application required need not be on a separate document or contained in a separate
mailing. The insurance program shall be presented so as not to conceal the fact that the prospective
members are purchasing insurance as well as applying for membership, if that is the case. Similarly,
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the use of terms such as “enroll” or “join” to imply group or blanket insurance coverage is prohibited
when that is not the fact.

e.  Advertisements for group or franchise group plans that provide a common benefit or a common
combination of benefits shall not imply that the insurance coverage is tailored or designed specifically
for that group, unless that is the fact.

15.3(14) Compliance with Medicare supplement advertising rules. Insurers and producers shall

comply with the Medicare supplement advertising rules set forth in 191—Chapter 37, Division II.
[ARC 7964B, IAB 7/15/09, effective 8/19/09]

191—15.4(507B) Life insurance cost and benefit disclosure requirements.

15.4(1) The definition of terms applicable to this rule and its appendices will be found in Appendix
L

15.4(2) Except as hereafter exempted, this rule shall apply to any solicitation, negotiation or
procurement of life insurance occurring within this state. This rule shall apply to any insurer issuing
life insurance contracts including fraternal benefit societies.

Unless otherwise specifically included, this rule shall not apply to:

a. Annuities.

b.  Credit life insurance.

c¢. Group life insurance, except for disclosures relating to preneed funeral contracts or
prearrangements as provided herein. These disclosure requirements shall extend to the issuance or
delivery of certificates as well as to the master policy.

d.  Life insurance policies issued in connection with pension and welfare plans as defined by and
which are subject to the federal Employee Retirement Income Security Act of 1974 (ERISA).

e.  Variable life insurance under which the death benefits and cash values vary in accordance with
unit values of investments held in a separate account.

15.4(3) Prior to or at delivery of a life insurance policy, an insurer or producer shall provide the
prospective purchaser the following:

a. A life insurance buyer’s guide in the current form prescribed by the National Association of
Insurance Commissioners or language approved by the commissioner of insurance, and

b. A policy summary as defined in Appendix I.

15.4(4) A policy summary is not required to include information available in the policy form or
illustration. If an illustration subject to the provisions of 191 IAC 14, Life Insurance Illustrations Model
Regulation, is used in the sale of a policy, delivery of a policy summary is not required. A policy summary
may not include any element that is not guaranteed.

191—15.5(507B) Health insurance sales to individuals 65 years of age or older. The sale of duplicate
Medicare supplement insurance is prohibited.

191—15.6(507B) Preneed funeral contracts or prearrangements.

15.6(1) Advertising. An advertisement for the solicitation or sale of a preneed funeral contract or
prearrangement which is funded or to be funded by a life insurance policy or annuity contract shall
adequately disclose the following:

a. The fact that a life insurance policy or annuity contract is involved or being used to fund a
prearrangement, and

b.  The nature of the relationship among the soliciting producer or producers, the provider of the
funeral or cemetery merchandise or services, the administrator and any other person.

15.6(2) Application. Prior to accepting an application, initial premium or deposit, an insurer or
producer must adequately disclose:

a. The relationship of the life insurance policy or annuity contract to the funding of the
prearrangement and the nature and existence of any guarantees relating to the prearrangement;

b.  The impact on the prearrangement of any:
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(1) Changes in the life insurance policy or annuity contract including, but not limited to, changes
in the assignment, beneficiary designation or use of the proceeds,

(2) Penalties to be incurred by the policyholder as a result of failure to make premium payments,

(3) Penalties to be incurred or moneys to be received as a result of cancellation or surrender of the
life insurance policy or annuity contract;

c. A list of the merchandise and services which are supplied or contracted for in the
prearrangement and all relevant information concerning the price of the funeral services, including an
indication that the purchase price is either guaranteed at the time of purchase or to be determined at
the time of need;

d.  All relevant information concerning what occurs and whether any entitlements or obligations
arise if there is a difference between the proceeds of the life insurance policy or annuity contract and the
amount actually needed to fund the prearrangement;

e.  Any penalties or restrictions including, but not limited to, geographic restrictions or the inability
of the provider to perform, on the delivery of merchandise, services or the prearrangement guarantee;
and

f- The fact that a sales commission or other form of compensation is being paid and, if so, the
identity of the person to whom it is paid.

191—15.7(507B) Twisting prohibited. No insurer or producer shall engage in the act of twisting.

191—15.8(507B) Producer responsibilities.

15.8(1) Required disclosures. A producer shall inform the prospective purchaser, prior to
commencing an insurance sales presentation, that the producer is acting as an insurance producer
and inform the prospective purchaser of the producer’s full name and the full name of the insurance
company which the producer will represent in the insurance sales presentation. In sales situations in
which a producer is not involved, the insurer shall identify its full name to a prospective purchaser.

15.8(2) Improper sales tactics.

a. Producers and insurers shall not employ any method of marketing or tactic which uses undue
pressure, force, fright, threat, whether explicit or implied, to solicit the purchase of insurance.

b. A producer shall not:

(1) Execute a transaction for an insurance customer without authorization by the customer to do
s0; or

(2) Commit any act which shows that the producer has exerted undue influence over a person.

¢.  Producers and insurers shall not, without good cause:

(1) Fail or refuse to furnish any individual, upon reasonable request, information to which that
individual is entitled, or to respond to a formal written request or complaint from any individual.

(2) Sell an insurance policy or rider to an individual which is a duplication of a policy or rider
which the individual owns or for which the individual has applied at the time of the sale.

15.8(3) Prohibited designations and fees.

a.  When an insurance producer is engaged only in the sale of insurance policies or annuities, the
insurance producer shall not hold the producer out, directly or indirectly, to the public as a “financial
planner,” “investment adviser,” “consultant,” “financial counselor,” or any other specialist solely
engaged in the business of financial planning or giving advice relating to investments, insurance, real
estate, tax matters or trust and estate matters. This provision does not preclude insurance producers
who hold some form of formal recognized financial planning or consultant certification or designation
from using this certification or designation when they are only selling insurance.

b.  Aninsurance producer shall not engage in the business of financial planning without disclosing
to the client prior to the execution of the agreement required by paragraph “c” or to the solicitation of
the sale of a product or service that the producer is also an insurance producer and that a commission for
the sale of an insurance product will be received in addition to a fee for financial planning, if such is the
case. The disclosure requirement under this paragraph may be met by including the disclosure in any
disclosure required by federal or state securities law.

G
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¢.  Aninsurance producer shall not charge fees other than commissions unless such fees are based
upon a written agreement signed by the client in advance of the performance of the services under the
agreement. A copy of the agreement must be provided to the client at the time the agreement is signed
by the client. The agreement must specifically state:

(1) The service for which the fee is to be charged;

(2) The amount of the fee to be charged or how it will be determined or calculated; and

(3) That the client is under no obligation to purchase any insurance product through the insurance
producer or consultant.

The insurance producer shall retain a copy of the agreement for not less than three years after
completion of services, and a copy shall be available to the commissioner upon request.

d.  Producers shall not charge an additional fee for services that are customarily associated with
the solicitation, negotiation or servicing of policies. This prohibition shall not apply to assigned risk
policies and commercial property and casualty policies. Any additional fee that a producer intends to
charge for assigned risk policies and commercial property and casualty policies must be fully disclosed
to the insured.

e.  Producers shall comply with rule 191—10.19(522B) in using senior-specific certifications and
professional designations in the sale of life insurance and annuities.

15.8(4) Suitability. A producer shall not recommend to any person the purchase, sale or exchange of
any life insurance policy, or any rider, endorsement or amendment thereto, without reasonable grounds
to believe that the transaction or recommendation is not unsuitable for the person based upon reasonable
inquiry concerning the person’s insurance objectives, financial situation and needs, age and other relevant
information known by the producer. For purposes of this subrule, when a producer recommends a group
life insurance policy, “person” shall refer to the intended group policyowner.

15.8(5) Prohibited acts.

a. For purposes of this subrule:

“Gift” means a rendering of anything of value in return for which legal consideration of equal or
greater value is not given and received.

“Immediate family” shall include parent, mother-in-law, father-in-law, spouse, former spouse,
brother, sister, brother-in-law, sister-in-law, son-in-law, daughter-in-law, child and stepchild. In
addition, “immediate family” shall include any other person who is supported, directly or indirectly, to
a material extent by a producer.

“Loan” means an agreement to advance property, including but not limited to money, in return for
the promise that payment will be made for use of the property.

b. A producer shall not:

(1) Solicit or accept, directly or indirectly, at any time, a personal loan from an insurance customer
that in the aggregate exceeds $250, unless the customer is:

1. A bank, savings and loan, credit union or other recognized lending entity; or

2. A member of the producer’s immediate family.

(2) Solicit or accept, directly or indirectly, at any time, a gift to the producer or to a member of
the producer’s immediate family from an insurance customer that in the aggregate exceeds $250, unless
the customer is a member of the producer’s immediate family. A gift to a member of the producer’s
immediate family shall be included in calculating the aggregate amount. A gift received by a member
of the producer’s immediate family from a customer that is not a member of the producer’s immediate
family in excess of the aggregate amount shall be deemed a violation of this subrule by the producer.

(3) Solicit or accept being named as a beneficiary, executor or trustee in a will, trust, insurance
policy or annuity of a customer, unless the customer is a member of the producer’s immediate family.

(4) Evade or otherwise violate the spirit of this subrule by terminating a producer relationship with
an insurance customer for the purpose of soliciting or accepting a loan or a gift, or for the purpose of
being named as a beneficiary, executor or trustee in a will, trust, insurance policy or annuity that the
producer otherwise would have been prohibited from soliciting or accepting by this subrule. A producer
will not be in violation of this subrule if the producer has made a bona fide termination of the producer



IAC 3/7/12 Insurance[191] Ch 15, p.9

relationship with the insurance customer and has conducted no insurance or other business with the
insurance customer for a period of three years.

c¢.  Transactions which involve nominal interim ownership immediately precedent to transfer of
ownership into a trust are exempt from this subrule.

191—15.9(507B) Right to return a life insurance policy or annuity (free look). The owner of an
individual policy has the right, within ten days after receipt of a life insurance policy or annuity, to a
free-look period. During this period, the policyowner may return the life insurance policy or annuity
to the insurer at its home office, branch office, or to the producer through whom it was purchased. If
so returned, the premium paid will be promptly refunded, the policy or annuity voided and the parties
returned to the same position as if a policy or annuity had not been issued. If the transaction involved a
replacement, the length of the free-look period will be determined according to 191—Chapter 16.

If the transaction involved a variable product, the amount to be refunded shall be determined
according to the policy language. The calculations must comply with the relevant rule in either
191—Chapter 16, Replacement of Life Insurance and Annuities, or 191—Chapter 33, Variable Life
Insurance Model Regulation.

191—15.10(507B) Uninsured/underinsured automobile coverage—notice required.

15.10(1) Contents of notice. Automobile insurance policies delivered in this state shall include a
notice which contains and is limited to the following language:

NOTICE REGARDING UNINSURED/UNDERINSURED COVERAGE

Uninsured/underinsured coverage does not cover damage done to your vehicle. It provides benefits
only for bodily injury caused by an uninsured or underinsured motorist. If you wish to be insured for
damage done to your vehicle, you must have collision coverage. Please check your policy to make sure
you have the coverage desired.

15.10(2) Form of notice. Notice may be provided on a separate form or may be stamped on the
declaration page of the policy. The notice shall be provided in conjunction with all new policies issued.
Notice may be provided at the time of application but shall in no case be provided later than the time of
delivery of the new policy. Insurers may inform applicants that the notice in this rule is required by the
insurance division.

191—15.11(507B) Unfair discrimination.

15.11(1) Sex discrimination.

a. A contract shall not be denied to an individual based solely on that individual’s sex or marital
status. No benefits, terms, conditions or type of coverage shall be restricted, modified, excluded, or
reduced on the basis of the sex or marital status of the insured or prospective insured except to the extent
permitted under the Iowa Code or lowa Administrative Code. An insurer may consider marital status
for the purpose of defining individuals eligible for dependents’ benefits. This subrule does not apply to
group life insurance policies or group annuity contracts issued in connection with pension and welfare
plans which are subject to the federal Employee Retirement Income Security Act of 1974 (ERISA).

b.  Specific examples of practices prohibited by this subrule include, but are not limited to, the
following:

(1) Denying coverage to individuals of one sex employed at home, employed part-time or employed
by relatives when coverage is offered to individuals of the opposite sex similarly employed.

(2) Denying policy riders to persons of one sex when the riders are available to persons of the
opposite sex.

(3) Denying a policy under which maternity coverage is available to an unmarried female when
that same policy is available to a married female.

(4) Denying, under group contracts, dependent coverage to spouses of employees of one sex, when
dependent coverage is available to spouses of employees of the opposite sex.

(5) Denying disability income coverage to employed members of one sex when coverage is offered
to members of the opposite sex similarly employed.
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(6) Treating complications of pregnancy differently from any other illness or sickness under the
contract.

(7) Restricting, reducing, modifying, or excluding benefits relating to coverage involving the
genital organs of only one sex.

(8) Offering lower maximum monthly benefits to members of one sex than to members of the
opposite sex who are in the same underwriting and occupational classification under a disability income
contract.

(9) Offering more restrictive benefit periods and more restrictive definitions of disability to
members of one sex than to members of the opposite sex in the same underwriting and occupational
classifications under a disability income contract.

(10) Establishing different contract conditions based on gender which limit the benefit options a
policyholder may exercise.

(11) Limiting the amount of coverage due to an insured’s or prospective insured’s marital status
unless such limitation applies only to coverage for dependents and is uniformly applied to males and
females.

c.  When rates are differentiated on the basis of sex, an insurer must, upon the request of the
commissioner of insurance, justify the rate differential in writing to the satisfaction of the commissioner.
All rates shall be based on sound actuarial principles or a valid classification system and actual experience
statistics, if available.

d.  This subrule shall not affect the right of fraternal benefit societies to determine eligibility
requirements for membership. If a fraternal benefit society does, however, admit members of both
sexes, this subrule is applicable to the insurance benefits available to its members.

15.11(2) Physical or mental impairment. No contract, benefits, terms, conditions or type of coverage
shall be denied, restricted, modified, excluded or reduced solely on the basis of physical or mental
impairment of the insured or prospective insured except where based on sound actuarial principles or
related to actual or reasonably anticipated experience. For purposes of this subrule, both blindness and
partial blindness shall be considered a physical impairment.

15.11(3) Income discrimination. An insurer shall not refuse to issue, limit the amount or apply
different rates to individuals of the same class in the sale of individual life insurance based solely upon
the prospective insured’s legal source or level of income, unless such action is based on sound actuarial
principles or is related to actual or reasonably anticipated experience. The portion of this subrule
pertaining to level of income does not:

a. Apply to the sale of disability income insurance of any kind or of any insurance designed to
protect against economic loss due to a disruption in the regular flow of an individual’s earned income;

b.  Prohibit the sale of any insurance or annuity which is made available only to employees;

c.  Prohibit basing the amount of insurance sold to an employee on a multiple or a percentage of the
employee’s salary or prohibit limiting availability to employees who have achieved a certain employment
status as defined by the employer;

d.  Prohibit insurers from providing life or health insurance as an incidental benefit through a
qualified pension plan;

e.  Prohibit insurers from applying suitability standards which include income as a factor in the
sale of any life insurance or annuity products;

£ Prohibit insurers from establishing maximum or minimum amounts of insurance that will be
issued to individuals so long as this is pursuant to a preexisting specialized marketing strategy which the
insurer can demonstrate is related to the financial capacity of the insurer to write business or to bona fide
transaction costs.

15.11(4) Domestic abuse. A contract shall not be denied to an individual based solely on the fact
that such individual has been or is believed to have been a victim of domestic abuse as defined in Iowa
Code section 236.2.

15.11(5) Genetic information. Any action by an insurer that is not in compliance with Title I of
the Genetic Information Nondiscrimination Act of 2008 (Public Law 110-233, 122 Stat. 881) shall be
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considered an unfair trade practice and shall be subject to the penalties of lowa Code chapter 507B and
of these rules.

15.11(6) Discrimination relating to children under the age of 19. 1t is an unfair trade practice to:

a. Encourage individuals or groups to refrain from filing an application with an insurer for
coverage for a child under the age of 19 because of the child’s health status, claims experience, industry,
occupation, or geographic location;

b.  Encourage or direct children under the age of 19 to seek coverage from another insurer because
of the child’s health status, claims experience, industry, occupation, or geographic location; and

c¢.  Encourage an employer to exclude an employee from coverage.
[ARC 7796B, IAB 5/20/09, effective 5/22/09; ARC 7965B, IAB 7/15/09, effective 8/19/09; ARC 9498B, TAB 5/4/11, effective 6/8/11]

191—15.12(507B) Testing restrictions of insurance applications for the human immunodeficiency
virus.

15.12(1) Written release. No insurer shall obtain a test of any individual in connection with an
application for insurance for the presence of an antibody to the human immunodeficiency virus unless
the individual to be tested provides a written release on a form which contains the following information:

a. A statement of the purpose, content, use, and meaning of the test.

b. A statement regarding disclosure of the test results including information explaining the effect
of releasing the information to an insurer.

c. A statement of the purpose for which test results may be used.

15.12(2) Form. A preapproved form is provided in Appendix II. An insurer wishing to utilize a form
which deviates from the language in the appendix to these rules shall submit the form to the insurance
division for approval. Any form containing, but not limited to, the language in the appendix shall be
deemed approved.

15.12(3) Test results. A person engaged in the business of insurance who receives results of a
positive human immunodeficiency virus (HIV) test in connection with an application for insurance shall
report those results to a physician or alternative testing site of the applicant’s or policyholder’s choice
or, if the applicant or policyholder does not choose a physician or alternative testing site to receive the
results, to the lowa department of public health.

191—15.13(507B) Records maintenance.

15.13(1) Complaint and business records.

a. An insurer shall maintain its books, records, documents and other business records in such
an order that data regarding complaints, claims, rating, underwriting and marketing are accessible and
retrievable for examination by the insurance commissioner.

b.  An insurer shall maintain a complete record of all the complaints received since the date of its
last examination by the insurer’s state of domicile or port-of-entry state. This record shall indicate the
total number of complaints, their classification by line of insurance, the nature of each complaint, the
disposition of each complaint, and the time it took to process each complaint. Appendix IV sets forth
the minimum information required to be contained in the complaint record.

15.13(2) Insurer’s control over advertisements. Every insurer shall establish and at all times
maintain a system of control over the content, form, and method of dissemination of all advertisements
which explain a particular policy. All such advertisements, whether written, created, designed or
presented by the insurer or its appointed producer, shall be the responsibility of the insurer whose
particular policies are so advertised. As part of this requirement, each insurer shall maintain at its home
or principal office a complete file containing a specimen copy of every printed, published or prepared
advertisement of its policies, with a notation indicating the manner and extent of distribution and the
form number of any policy advertised. Such file shall be subject to inspection by the insurance division.
All such advertisements shall be maintained for a period of either four years or until the filing of the
next regular report on examination of the insurer, whichever is the longer period of time.

15.13(3) Education and training materials. Every insurer shall establish and maintain a system of
control over the content and form of all material used by the insurer or any of its employees for the
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recruitment, training, and education of producers in the sale of insurance. Upon request, copies of these
materials shall be made available to the commissioner.

191—15.14(505,507B) Enforcement section—cease and desist and penalty orders.

15.14(1) If, after hearing, the commissioner determines that a person has engaged in an unfair trade
practice in violation of these rules, an unfair method of competition, or an unfair or deceptive act or
practice in violation of lowa Code chapter 507B, the commissioner shall reduce the findings to writing
and shall issue and cause to be served upon the person charged with the violation a copy of such findings
and an order requiring the person to cease and desist from engaging in such method of competition, act
or practice. The commissioner also may order one or more of the following:

a. Payment of a civil penalty of not more than $1,000 for each act or violation, but not to exceed an
aggregate penalty of $10,000, unless the person knew or reasonably should have known that the actions
were in violation of these rules or of lowa Code chapter 507B, in which case the penalty shall be not
more than $5,000 for each act or violation, but not to exceed an aggregate penalty of $50,000 in any one
six-month period. If the commissioner finds that a violation of these rules or of lTowa Code chapter 507B
was directed, encouraged, condoned, ignored, or ratified by the employer of the person or by an insurer,
the commissioner shall also assess a fine to the employer or insurer;

b.  Suspension or revocation of an insurer’s certificate of authority or the producer’s license if the
insurer or producer knew or reasonably should have known that it was in violation of these rules or of
Iowa Code chapter 507B;

c¢.  Payment of interest at the rate of 10 percent per annum if the commissioner finds that the insurer
failed to pay interest as required under lowa Code section 507B.4, subsection 12;

d.  Full disclosure by the insurer of all terms and conditions of the policy to the policyowner;

e. Payment of the costs of the investigation and administrative expenses related to any act or
violation. The commissioner may retain funds collected pursuant to any settlement, enforcement action,
or other legal action authorized under federal or state law for the purpose of reimbursing costs and
expenses of the division.

15.14(2) Any person who violates a cease and desist order of the commissioner while such order is
in effect may, after notice and hearing and upon order of the commissioner, be subject at the discretion
of the commissioner to one or both of the following:

a. A civil penalty of not more than $10,000 for each and every act or violation.

b.  Suspension or revocation of such person’s license.

191—15.15 to 15.30 Reserved.

DIVISION II
CLAIMS

191—15.31(507B) General claims settlement guidelines. No insurer shall issue checks or drafts in
partial settlement of a loss or claim under a specific coverage that contains language purporting to release
the insurer or its insured from total liability.

191—15.32(507B) Prompt payment of certain health claims. Effective July 1, 2002, the following
provisions apply:

15.32(1) Definitions and scope.

a. For purposes of this rule, the following definitions apply:

“Circumstance requiring special treatment” means:

1. A claim that an insurer has a reasonable basis to suspect may be fraudulent or that fraud or a
material misrepresentation may have occurred under the benefit certificate or policy or in obtaining such
certificate or policy; or

2. A matter beyond the insurer’s control, such as an act of God, insurrection, strike or other similar
labor dispute, fire or power outage or, for a group-sponsored health plan, the failure of the sponsoring
group to pay premiums to the insurer in a timely manner; or
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3. Similarunique or special circumstances which would reasonably prevent an insurer from paying
an otherwise clean claim within 30 days.

“Clean claim” means clean claim as defined in 2001 Iowa Acts, chapter 69, section 8(2b).

“Coordination of benefits for third-party liability ” means a claim for benefits by a covered individual
who has coverage under more than one health benefit plan.

“Insurer” means insurer as defined in 2001 Iowa Acts, chapter 69, section 7.

“Properly completed billing instrument” means:

1. In the case of a health care provider that is not a health care professional:

o  The Health Care Finance Administration (HCFA) Form 1450, also known as Form UB-92, or
similar form adopted by its successor Centers for Medicare/Medicaid Services (CMS) as adopted by the
National Uniform Billing Committee (NUBC) with data element usage prescribed in the UB-92 National
Uniform Billing Data Elements Specification Manual, or

e  The electronic format for institutional claims adopted as a standard by the Secretary of Health
and Human Services pursuant to Section 1173 of the Social Security Act; or

2. In the case of a health care provider that is a health care professional:

e The HCFA Form 1500 paper form or its successor as adopted by the National Uniform Claim
Committee (NUCC) and further defined by the NUCC in its implementation guide; or

e  The electronic format for professional claims adopted as a standard by the Secretary of Health
and Human Services pursuant to Section 1173 of the Social Security Act; and

3. Any other information reasonably necessary for an insurer to process a claim for benefits under
the benefit certificate or policy with the insured contract.

b.  Scope. This subrule applies to claims submitted to an insurer as defined above on or after July
1, 2002, and is limited to policies issued, issued for delivery, or renewed in this state.

15.32(2) Insurer duty to promptly pay claims and pay interest.

a. Insurers subject to this subrule shall either accept and pay or deny a clean claim for health care
benefits under a benefit certificate or policy issued by the insurer within 30 days after the insurer’s receipt
of such claim. A clean claim is considered to be paid on the date upon which a check, draft, or other valid
negotiable instrument is written. Insurers shall implement procedures to ensure that these payments are
promptly delivered.

b.  Insurers or entities that administer or process claims on behalf of an insurer who fail to pay a
clean claim within 30 days after the insurer’s receipt of a properly completed billing instrument shall
pay interest. Interest shall accrue at the rate of 10 percent per annum commencing on the thirty-first day
after the insurer’s receipt of all information necessary to establish a clean claim. Interest will be paid to
the claimant or provider based upon who is entitled to the benefit payment.

c.  Insurers shall have 30 days from the receipt of a claim to request additional information to
establish a clean claim. An insurer shall provide a written or electronic notice to the claimant or health
care provider if additional information is needed to establish a clean claim. The notice shall include a
full explanation of the information necessary to establish a clean claim.

d.  Effective January 1, 2003, when a claim involves coordination of benefits, an insurer is required
to comply with the requirements of this subrule when that insurer’s liability has been determined.

15.32(3) Certain insurance products exempt. Claims paid under the following insurance products
are exempt from the provisions of this subrule: liability insurance, workers’ compensation or similar
insurance, automobile or homeowners insurance, medical payment insurance, disability income
insurance, or long-term care insurance.

This rule is intended to implement 2001 Iowa Acts, chapter 69, section 8, and lowa Code section
507B.4 as amended by 2001 Iowa Acts, chapter 69.

191—15.33(507B) Audit procedures for medical claims.

15.33(1) Prohibitions. This rule applies to all claims paid on or after January 1, 2002:

a.  Absent areasonable basis to suspect fraud, an insurer may not audit a claim more than two years
after the submission of the claim to the insurer. Nothing in this rule prohibits an insurer from requesting
all records associated with the claim.
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b.  Absent a reasonable basis to suspect fraud, an insurer may not audit a claim with a billed charge
of less than $25.

15.33(2) Standards.

a. In auditing a claim, the insurer must make a reasonable effort to ensure that the audit is
performed by a person or persons with appropriate qualifications for the type of audit being performed.

b. In auditing a claim, the auditor must use the coding guidelines and instructions that were in
effect on the date the medical service was provided.

15.33(3) Contents of audit request. All correspondence regarding the audit of a claim must include
the following information:

a. The name, address, telephone number and contact person of the insurer conducting the audit,

b.  The name of the entity performing the audit if not the insurer,

¢.  The purpose of the audit, and

d. Ifincluded in the audit, the specific coding or billing procedure that is under review.

This rule is intended to implement lowa Code section 507B.4, subsection 9, as amended by 2001
Iowa Acts, chapter 69.

191—15.34 to 15.40 Reserved.

191—15.41(507B) Claims settlement guidelines for property and casualty insurance. For purposes
of this rule, “insurer” means property and casualty insurers.

15.41(1) An insurer shall fully disclose to first-party claimants all pertinent benefits, coverages or
other provisions of a policy or contract under which a claim is presented.

15.41(2) Within 30 days after receipt by the insurer of properly executed proofs of loss, the first-party
property claimant shall be advised of the acceptance or denial of the claim by the insurer. No insurer
shall deny a claim on the grounds of a specific policy provision, condition or exclusion unless reference
to such provision, condition, or exclusion is included in the denial. The denial must be given to the
claimant in writing, and the claim file of the insurer shall contain documentation of the denial.

When there is a reasonable basis supported by specific information available for review by the
commissioner that the first-party claimant has fraudulently caused or contributed to the loss, the insurer is
relieved from the requirements of this subrule. However, the claimant shall be advised of the acceptance
or denial of the claim within a reasonable time for full investigation after receipt by the insurer of a
properly executed proof of loss.

15.41(3) If the insurer needs more time to determine whether a first-party claim should be accepted
or denied, the insurer shall so notify the first-party claimant within 30 days after receipt of the proof of
loss and give the reasons more time is needed. If the investigation remains incomplete, the insurer shall,
45 days from the initial notification and every 45 days thereafter, send to the claimant a letter setting
forth the reasons additional time is needed for investigation.

When there is a reasonable basis supported by specific information available for review by the
commissioner for suspecting that the first-party claimant has fraudulently caused or contributed to the
loss, the insurer is relieved from the requirements of this subrule. However, the claimant shall be advised
of the acceptance or denial of the claim by the insurer within a reasonable time for full investigation after
receipt by the insurer of a properly executed proof of loss.

15.41(4) Insurers shall not fail to settle first-party claims on the basis that responsibility for payment
should be assumed by others except as may otherwise be provided by policy provisions.

15.41(5) No insurer shall make statements indicating that the rights of a third-party claimant may
be impaired if a form or release, other than a release to obtain medical records, is not completed within
a given period of time unless the statement is given for the purpose of notifying the third-party claimant
of the provision of a statute of limitations.

15.41(6) The insurer shall affirm or deny liability on claims within a reasonable time and shall tender
payment within 30 days of affirmation of liability, if the amount of the claim is determined and not in
dispute. In claims where multiple coverages are involved, payments which are not in dispute under one
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of the coverages and where the payee is known should be tendered within 30 days if such payment would
terminate the insurer’s known liability under that coverage.

15.41(7) No producer shall conceal from a first-party claimant benefits, coverages or other
provisions of any insurance policy or insurance contract when such benefits, coverages or other
provisions are pertinent to a claim.

15.41(8) A claim shall not be denied on the basis of failure to exhibit property unless there is
documentation of breach of the policy provisions to exhibit or cooperate in the claim investigation.

15.41(9) No insurer shall deny a claim based upon the failure of a first-party claimant to give written
notice of loss within a specified time limit unless the written notice is a written policy condition. An
insurer may deny a claim if the claimant’s failure to give written notice after being requested to do so is
so unreasonable as to constitute a breach of the claimant’s duty to cooperate with the insurer.

15.41(10) No insurer shall indicate to a first-party claimant on a payment draft, check or in any
accompanying letter that said payment is “final” or “a release” of any claim unless the policy limit has
been paid or there has been a compromise settlement agreed to by the first-party claimant and the insurer
as to coverage and amount payable under the contract.

15.41(11) No insurer shall request or require any insured to submit to a polygraph examination unless
authorized under the applicable insurance contracts and state law.

191—15.42(507B) Acknowledgment of communications by property and casualty insurers. For
purposes of this rule, “insurer” means property and casualty insurers.

15.42(1) Upon receiving notification of a claim, an insurer shall, within 15 days, acknowledge the
receipt of such notice unless payment is made within that period of time. If an acknowledgment is made
by means other than in writing, an appropriate notation of the acknowledgment shall be made in the
claim file of the insurer and dated.

15.42(2) Upon receipt of any inquiry from the lowa insurance division regarding a claim, an insurer
shall, within 21 days of receipt of such inquiry, furnish the division with an adequate response to the
inquiry, in duplicate.

15.42(3) The insurer shall reply within 15 days to all pertinent communications from a claimant
which reasonably suggest that a response is expected.

15.42(4) Upon receiving notification of claim, an insurer shall promptly provide necessary claim
forms, instructions and reasonable assistance so that first-party claimants can comply with the policy
conditions and the insurer’s reasonable requirements. Compliance with this subrule within 15 days of
notification of a claim shall constitute compliance with subrule 15.42(1).

191—15.43(507B) Standards for settlement of automobile insurance claims.

15.43(1) Loss calculation and deviation guidelines.

a. Loss calculation. When the insurance policy provides for the adjustment and settlement
of first-party automobile total losses on the basis of actual cash value or replacement with another
automobile of like kind and quality, one of the following methods shall apply:

(1) The insurer may elect to offer a replacement automobile that is at least comparable in that it will
be by the same manufacturer, same or newer year, similar body style, similar options and mileage as the
insured vehicle and in as good or better overall condition and available for inspection at a licensed dealer
within a reasonable distance of the insured’s residence. All applicable taxes, license fees and other fees
incident to the transfer of evidence of ownership of the automobile shall be paid by the insurer, at no
cost to the insured, other than any deductible provided in the policy. The offer and any rejection thereof
must be documented in the claim file.

(2) The insurer may elect a cash settlement based upon the actual cost, less any deductible provided
in the policy, to purchase a comparable automobile including all applicable taxes, license fees and other
fees incident to transfer of evidence of ownership of a comparable automobile. Such cost may be derived
from:
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1. The cost of two or more comparable automobiles in the local market area when comparable
automobiles are available or were available within the last 90 days to consumers in the local market
area; or

2. The cost of two or more comparable automobiles in areas proximate to the local market area,
including the closest major metropolitan areas within or without the state, that are available or were
available within the last 90 days to consumers when comparable automobiles are not available in the
local market area; or

3. One of two or more quotations obtained by the insurer from two or more licensed dealers located
within the local market area when the cost of comparable automobiles is not available; or

4.  Any source for determining statistically valid fair market values that meet all of the following
criteria:

e  The source shall give primary consideration to the values of vehicles in the local market area
and may consider data on vehicles outside the area.

e  The source’s database shall produce values for at least 85 percent of all makes and models for
the last 15 model years taking into account the values of all major options for such vehicles.

e  The source shall produce fair market values based on current data available from the area
surrounding the location where the insured vehicle was principally garaged or a necessary expansion
of parameters (such as time and area) to ensure statistical validity.

(3) If'the insurer is notified within 35 days of the receipt of the claim draft that the insured cannot
purchase a comparable vehicle for such market value, the insured shall have a right of recourse. The
insurer shall reopen its claim file and the following procedure(s) shall apply:

1. The insurer may locate a comparable vehicle by the same manufacturer, same or newer year,
similar body style and similar options and price range for the insured for the market value determined
by the insurer at the time of settlement. Any such vehicle must be available through a licensed dealer; or

2. The insurer shall either pay the insured the difference between the market value before
applicable deductions and the cost of the comparable vehicle of like kind and quality which the insured
has located, or negotiate and effect the purchase of this vehicle for the insured; or

3. The insurer may elect to offer a replacement in accordance with the provisions set forth in
subrule 15.43(1); or

4. The insurer may conclude the loss settlement as provided for under the appraisal section of the
insurance contract in force at the time of loss. This appraisal shall be considered as binding against both
parties, but shall not preclude or waive any other rights either party has under the insurance contract or
a common law.

The insurer is not required to take action under this subrule if its documentation to the insured at
the time of settlement included written notification of the availability and location of a specified and
comparable vehicle of the same manufacturer, same or newer year, similar body style and similar options
in as good or better condition as the total-loss vehicle which could have been purchased for the market
value determined by the insurer before applicable deductions. The documentation shall include the
vehicle identification number.

b.  Deviation. When a first-party automobile total loss is settled on a basis which deviates from
the methods described in paragraph “a,” the deviation must be supported by documentation giving
particulars of the automobile’s condition. Any deductions from such cost, including deduction for
salvage, must be measurable, discernible, itemized and specified as to dollar amount and shall be
appropriate in amount. The basis for such settlement shall be fully explained to the first-party claimant.

15.43(2) Where liability and damages are reasonably clear, an insurer shall not recommend that
third-party claimants make claims under their own policies solely to avoid paying claims under the
insurer’s policy.

15.43(3) The insurer shall not require a claimant to travel an unreasonable distance either to inspect
a replacement automobile, to obtain a repair estimate or to have the automobile repaired at a specific
repair shop.

15.43(4) The insurer shall, upon the claimant’s request, include the first-party claimant’s deductible,
if any, in subrogation demands. Subrogation recoveries shall be shared on a proportionate basis with
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the first-party claimant, unless the deductible amount has been otherwise recovered. No deduction for
expenses shall be made from the deductible recovery unless an outside attorney is retained to collect such
recovery. The deduction may then be for only a pro-rata share of the allocated loss adjustment expense.

15.43(5) Vehicle repairs. If partial losses are settled on the basis of a written estimate prepared by
or for the insurer, the insurer shall supply the insured a copy of the estimate upon which the settlement
is based. The estimate prepared by or for the insurer shall be reasonable, in accordance with applicable
policy provisions, and of an amount which will allow for repairs to be made in a workmanlike manner. If
the insured subsequently claims, based upon a written estimate which the insured obtains, that necessary
repairs will exceed the written estimate prepared by or for the insurer, the insurer shall (1) pay the
difference between the written estimate and a higher estimate obtained by the insured, or (2) promptly
provide the insured with the name of at least one repair shop that will make the repairs for the amount of
the written estimate. If the insurer designates only one or two such repair shops, the insurer shall ensure
that the repairs are performed according to automobile industry standards. The insurer shall maintain
documentation of all such communications.

15.43(6) When the amount claimed is reduced because of betterment or depreciation, all information
for such reduction shall be contained in the claim file. Such deductions shall be itemized and specified
as to dollar amount and shall be appropriate for the amount of deductions.

15.43(7) When the insurer elects to repair an automobile, the insurer shall cause the damaged
automobile to be restored to its condition prior to the loss at no additional cost to the claimant other
than as stated in the policy, within a reasonable period of time.

15.43(8) Storage and towing. The insurer shall provide reasonable notice to an insured prior to
termination of payment for automobile storage charges. The insurer shall provide reasonable time for
the insured to remove the vehicle from storage prior to the termination of payment. Unless the insurer
has provided an insured with the name of a specific towing company prior to the insured’s use of another
towing company, the insurer shall pay all reasonable towing charges.

15.43(9) Betterment. Betterment deductions are allowable only if the deductions reflect a
measurable decrease in market value attributable to the poorer condition of, or prior damage to, the
vehicle. Betterment deductions must be measurable, itemized, specified as to dollar amount and
documented in the claim file.

15.43(10) Diminished value. Rescinded IAB 4/28/04, effective 4/7/04.

191—15.44(507B) Standards for determining replacement cost and actual cost values.

15.44(1) Replacement cost. When the policy provides for the adjustment and settlement of first-party
losses based on replacement cost, the following shall apply:

a.  When a loss requires repair or replacement of an item or part, any consequential physical
damage incurred in making such repair or replacement not otherwise excluded by the policy shall be
included in the loss. The insured shall not have to pay for betterment or any other cost except for the
applicable deductible.

b.  When a loss requires replacement of items and the replaced items do not match in quality, color
or size, the insurer shall replace as much of the item as is necessary to result in a reasonably uniform
appearance within the same line of sight. This subrule applies to interior and exterior losses. Exceptions
may be made on a case-by-case basis. The insured shall not bear any cost over the applicable deductible,
if any.

15.44(2) Actual cash value.

a.  When the insurance policy provides for the adjustment and settlement of losses on an actual
cash value basis on residential fire and extended coverage, the insurer shall determine the actual cash
value. “Actual cash value” means replacement cost of property at time of loss, less depreciation, if any.
Alternatively, an insurer may use market value in determining actual cash value. Upon the insured’s
request, the insurer shall provide a copy of the claim file worksheet(s) detailing any and all deductions
for depreciation.

b. In cases in which the insured’s interest is limited because the property has nominal or no
economic value, or a value disproportionate to replacement cost less depreciation, the determination of
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actual cash value as set forth above is not required. In such cases, the insurer shall provide, upon the
insured’s request, a written explanation of the basis for limiting the amount of recovery along with the
amount payable under the policy.

15.44(3) Applicability. This rule does not apply to automobile insurance claims.

191—15.45(507B) Guidelines for use of aftermarket crash parts in motor vehicles.

15.45(1) Identification. All aftermarket crash parts supplied for use in this state shall comply with
the identification requirements of lowa Code section 537B.4.

15.45(2) Like kind and quality. An insurer shall not require the use of aftermarket crash parts in the
repair of an automobile unless the aftermarket crash part is certified by a nationally recognized entity to
be at least equal in kind and quality to the original equipment manufacturer part in terms of fit, quality
and performance, or that the part complies with federal safety standards.

15.45(3) Contents of notice. Any automobile insurance policy delivered in this state that pays
benefits based on the cost of aftermarket crash parts or that requires the insured to pay the difference
between the cost of original equipment manufacturer parts and the cost of aftermarket crash parts shall
include a notice which contains and is limited to the following language:

NOTICE—PAYMENT FOR AFTERMARKET CRASH PARTS

Physical damage coverage under this policy includes payment for aftermarket crash parts. If you
repair the vehicle using more expensive original equipment manufacturer (OEM) parts, you may pay the
difference. Any warranties applicable to these replacement parts are provided by the manufacturer or
distributor of these parts rather than the manufacturer of your vehicle.

15.45(4) Form of notice. Notice may be provided on a separate form or may be printed prominently
on the declaration page of the policy. The notice shall be provided in conjunction with all new policies
issued. Notice may be provided at the time of application, but shall in no case be provided later than the
time of delivery of the new policy. Insurers may inform applicants that the insurance division requires
the notice in this rule.

191—15.46 to 15.50 Reserved.

DIVISION III
DISCLOSURE FOR SMALL FACE AMOUNT LIFE INSURANCE POLICIES

191—15.51(507B) Purpose. The purpose of these rules is to ensure the provision of meaningful
information to the purchasers of small face amount life insurance policies. The rules in this division
apply to all small face amount policies not exempted under rule 191—15.53(507B) that are issued on
or after July 1, 2004.

191—15.52(507B) Definition. “Small face amount policy” means a life insurance policy or certificate
with an initial face amount of $15,000 or less.

191—15.53(507B) Exemptions. These rules apply to all group and individual life insurance policies
and certificates except:

1. Variable life insurance;

2. Individual and group annuity contracts;

3. Credit life insurance;

4.  Group or individual policies of life insurance issued to members of an employer group or other
permitted group when:

e Every plan of coverage was selected by the employer or other group representative;

e  Some portion of the premium is paid by the group or through payroll deduction; and

e  Group underwriting or simplified underwriting is used; and

5. Policies and certificates where an illustration has been provided pursuant to the requirements
of 191—Chapter 14.
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191—15.54(507B) Disclosure requirements.

15.54(1) An insurer issuing a small face amount policy shall provide the disclosure included in
Appendix IV if at any point in time over the term of the policy the cumulative premiums paid may
exceed the face amount of the policy at that point in time. The required disclosure shall be provided to
the policy owner or certificate holder no later than at the time the policy or certificate is delivered. The
disclosure shall not be attached to the policy, but may be delivered with the policy.

15.54(2) If, for a particular policy form, the cumulative premiums may exceed the face amount for
some demographic or benefit combination but not for all combinations, the insurer may choose to either:

a. Provide the disclosure only in those circumstances when the premiums may exceed the face
amount; or

b.  Provide the disclosure for all demographic and benefit combinations.

15.54(3) Cumulative premiums shall include premiums paid for riders. However, the face amount
shall not include the benefit attributable to the riders.

191—15.55(507B) Insurer duties. The insurer and its producers shall have a duty to provide
information to policyholders or certificate holders that ask questions about the disclosure statement.

191—15.56 to 15.60 Reserved.

DIVISION 1V
ANNUITY DISCLOSURE REQUIREMENTS

191—15.61(507B) Purpose. The purpose of the rules in Division IV of this chapter is to provide
standards for the disclosure of certain minimum information about annuity contracts to protect
consumers and to foster consumer education. The rules specify the minimum information which must
be disclosed, the method for disclosing it and the use and content of illustrations, if used, in connection
with the sale of annuity contracts. The goal of these rules is to ensure that purchasers of annuity

contracts understand certain basic features of annuity contracts.
[ARC 0035C, 1AB 3/7/12, effective 4/11/12]

191—15.62(507B) Applicability and scope. These rules apply to all annuities not exempted under
this rule 191—15.62(507B) for which applications are taken on or after January 1, 2013, except that
rule 191—15.66(507B) applies to all annuities not exempted under this rule 191—15.62(507B) which
are in effect or for which applications are taken on or after January 1, 2013, and except that rule
191—15.67(507B) applies to all annuity contracts not exempted under this rule 191—15.62(507B)
which are in effect on or after January 1, 2013. These rules apply to all group and individual annuity
contracts and certificates except:

15.62(1) Immediate and deferred annuities that contain no nonguaranteed elements;

15.62(2) Annuities used to fund:

a. Anemployee pension plan which is covered by the Employee Retirement Income Security Act
(ERISA);

b. A plan described by Section 401(a), 401(k) or 403(b) of the Internal Revenue Code, where the
plan, for purposes of ERISA, is established or maintained by an employer;

c. A governmental or church plan defined in Section 414 of the Internal Revenue Code or a
deferred compensation plan of a state or local government or a tax exempt organization under Section
457 of the Internal Revenue Code; or

d. A nonqualified deferred compensation arrangement established or maintained by an employer
or plan sponsor.

Notwithstanding this subrule 15.62(2), these rules shall apply to annuities used to fund a plan or
arrangement that is funded solely by contributions an employee elects to make whether on a pretax or
after-tax basis, and where the insurance company has been notified that plan participants may choose
from among two or more fixed annuity providers and there is a direct solicitation of an individual
employee by a producer for the purchase of an annuity contract. As used in this subrule, direct
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solicitation shall not include any meeting held by a producer solely for the purpose of educating or
enrolling employees in the plan or arrangement;

15.62(3) Structured settlement annuities;

15.62(4) Charitable gift annuities as defined in lowa Code chapter 5S08F;

15.62(5) Nonregistered variable annuities issued exclusively to an accredited investor or qualified
purchaser as those terms are defined by the Securities Act of 1933 (15 U.S.C. Section 77a et seq.), the
Investment Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.), or the regulations promulgated
under either of those acts, and offered for sale and sold in a transaction that is exempt from registration
under the Securities Act of 1933 (15 U.S.C. Section 77a et seq.); and

15.62(6) Transactions involving variable annuities and other registered products in compliance with
Securities and Exchange Commission (SEC) rules and Financial Industry Regulatory Authority (FINRA)
rules relating to disclosures and illustrations, provided that compliance with rule 191—15.64(507B)
shall be required after January 1, 2015, unless, or until such time as, the SEC has adopted a summary
prospectus rule or FINRA has approved for use a simplified disclosure form applicable to variable
annuities or other registered products.

a. Notwithstanding this subrule 15.62(6), the delivery of the Buyer’s Guide is required in sales of
variable annuities and, when appropriate, in sales of other registered products.

b.  Nothing in this subrule 15.62(6) shall limit the commissioner’s ability to enforce the provisions

of these rules or to require additional disclosure.
[ARC 0035C, IAB 3/7/12, effective 4/11/12]

191—15.63(507B) Definitions. For purposes of these rules:

“Buyer’s Guide” means the National Association of Insurance Commissioners’ approved Annuity
Buyer’s Guide.

“Contract owner” means the owner named in the annuity contract or the certificate holder in the
case of a group annuity contract.

“Determinable elements” means elements that are derived from processes or methods that are
guaranteed at issue and not subject to company discretion, but where the values or amounts cannot be
determined until some point after the contract is issued. These elements include the premiums, credited
interest rates (including any bonus), benefits, values, non-interest-based credits, charges, or elements of
formulas used to determine any of these elements. These elements may be described as guaranteed but
not determined at issue. An element is considered determinable if it was calculated from underlying
determinable elements only, or from both determinable and guaranteed elements.

“Funding agreement” means an agreement for an insurer to accept and accumulate funds and to
make one or more payments at future dates in amounts that are not based on mortality or morbidity
contingencies.

“Generic name” means a short title descriptive of the annuity contract for which application is made
or an illustration is prepared, such as “single premium deferred annuity.”

“Guaranteed elements” means the premiums, credited interest rates (including any bonus), benefits,
values, non-interest-based credits, charges, or elements of formulas used to determine any of these
elements, that are guaranteed and determined at issue. An element is considered guaranteed if all of
the underlying elements that go into its calculation are guaranteed.

“Illustration” means a personalized presentation or depiction that is prepared for and provided to
an individual consumer and that includes nonguaranteed elements of an annuity contract over a period
of years.

“Market value adjustment” or “MVA” is a positive or negative adjustment that may be applied
to the account value or cash value of the annuity upon withdrawal, surrender, contract annuitization
or death benefit payment based either on the movement of an external index or on the company’s
current guaranteed interest rate being offered on new premiums or new rates for renewal periods, if that
withdrawal, surrender, contract annuitization or death benefit payment occurs at a time other than on a
specified guaranteed benefit date.
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“Nonguaranteed elements” means the premiums, credited interest rates (including any bonus),
benefits, values, non-interest-based credits, charges or elements of formulas used to determine any of
these elements, that are subject to company discretion and are not guaranteed at issue. An element is
considered nonguaranteed if any of the underlying nonguaranteed elements are used in its calculation.

“Structured settlement annuity” means a “qualified funding asset” as defined in Section 130(d) of
the Internal Revenue Code or an annuity that would be a qualified funding asset under Section 130(d)

but for the fact that it is not owned by an assignee under a qualified assignment.
[ARC 0035C, I1AB 3/7/12, effective 4/11/12]

191—15.64(507B) Standards for the disclosure document and Buyer’s Guide.

15.64(1) Delivery methods. The documents required under this rule may be delivered as follows:

a.  When an application for an annuity contract is taken in a face-to-face meeting, the applicant
shall be given at or before the time of application both the disclosure document described in rule
191—15.65(507B) and the Buyer’s Guide, if any.

b.  When an application for an annuity contract is taken by means other than a face-to-face meeting,
the applicant shall be sent both the disclosure document and the Buyer’s Guide no later than five business
days after the completed application is received by the insurer.

c. When an application is received as a result of direct solicitation through the mail:

(1) Providing a Buyer’s Guide in a mailing inviting prospective applicants to apply for an annuity
contract shall be deemed to satisfy the requirement that the Buyer’s Guide be provided no later than five
business days after receipt of the application.

(2) Providing a disclosure document in a mailing inviting a prospective applicant to apply for an
annuity contract shall be deemed to satisfy the requirement that the disclosure document be provided no
later than five business days after receipt of the application.

d.  When an application is received via the Internet:

(1) Taking reasonable steps to make the Buyer’s Guide available for viewing and printing on the
insurer’s Web site shall be deemed to satisfy the requirement that the Buyer’s Guide be provided no later
than five business days after receipt of the application.

(2) Taking reasonable steps to make the disclosure document available for viewing and printing
on the insurer’s Web site shall be deemed to satisfy the requirement that the disclosure document be
provided no later than five business days after receipt of the application.

15.64(2) Free Buyers Guide. A solicitation for an annuity contract provided in other than a
face-to-face meeting shall include a statement that the proposed applicant may contact the Iowa
insurance division for a free Buyer’s Guide. In lieu of the foregoing statement, an insurer may include
a statement that the prospective applicant may contact the insurer for a free Buyer’s Guide.

15.64(3) Free-look period. When the Buyer’s Guide and disclosure document are not provided at
or before the time of application, a free-look period of no less than 15 days shall be provided for the
applicant to return the annuity contract without penalty. This free look shall run concurrently with any

other free look provided under state law or rule.
[ARC 0035C, IAB 3/7/12, effective 4/11/12]

191—15.65(507B) Content of disclosure documents.

15.65(1) At a minimum, the following information shall be included in the disclosure document
required to be provided under these rules:

a. The generic name of the contract, the company product name, if different, and form number
and the fact that it is an annuity;

b.  The insurer’s legal name, physical address, Web site address and telephone number;

c. A description of the contract and its benefits, emphasizing its long-term nature, including
examples where appropriate, including but not limited to:

(1) The guaranteed and nonguaranteed elements of the contract, and their limitations, if any,
including for fixed indexed annuities, the elements used to determine the index-based interest, such as
the participation rates, caps or spread, and an explanation of how they operate;
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(2) An explanation of the initial crediting rate, or for fixed indexed annuities, an explanation of
how the index-based interest is determined, specifying any bonus or introductory portion, the duration
of the rate and the fact that rates may change from time to time and are not guaranteed;

(3) Periodic income options both on a guaranteed and nonguaranteed basis;

(4) Any value reductions caused by withdrawals from or surrender of the contract;

(5) How values in the contract can be accessed;

(6) The death benefit, if available, and how it will be calculated;

(7) A summary of the federal tax status of the contract and any penalties applicable on withdrawal
of values from the contract; and

(8) Impact of any rider including, but not limited to, a guaranteed living benefit or a long-term care
rider;

d.  Specific dollar amount or percentage charges and fees, listed with an explanation of how they
apply; and

e. Information about the current guaranteed rate or indexed crediting rate formula, if applicable,
for new contracts that contains a clear notice that the rate is subject to change.

15.65(2) Insurers shall define terms used in the disclosure statement in language that facilitates
understanding by a typical individual within the segment of the public to which the disclosure statement

is directed.
[ARC 0035C, IAB 3/7/12, effective 4/11/12]

191—15.66(507B) Standards for annuity illustrations.

15.66(1) An insurer or producer may elect to provide a consumer an illustration at any time, provided
that the illustration is in compliance with this rule and:

a. s clearly labeled as an illustration;

b. Includes a statement referring consumers to the disclosure document and Buyer’s Guide
provided to them at time of purchase for additional information about their annuity; and

c. Is prepared by the insurer or third party using software that is authorized by the insurer prior to
its use, provided that the insurer maintains a system of control over the use of illustrations.

15.66(2) An illustration furnished an applicant for a group annuity contract or contracts issued to a
single applicant on multiple lives may be either an individual or composite illustration representative of
the coverage on the lives of members of the group or the multiple lives covered.

15.66(3) The illustration shall not be provided unless accompanied by the disclosure document
referenced in rules 191—15.64(507B) and 191—15.65(507B).

15.66(4) When an illustration is used, the illustration shall not:

a. Describe nonguaranteed elements in a manner that is misleading or has the capacity or tendency
to mislead;

b.  State or imply that the payment or amount of nonguaranteed elements is guaranteed; or

c¢.  Be incomplete.

15.66(5) Costs and fees of any type shall be individually noted and explained in the illustration.

15.66(6) An illustration shall conform to the following requirements:

a.  The illustration shall be labeled with the date on which it was prepared;

b.  Each page, including any explanatory notes or pages, shall be numbered and show its
relationship to the total number of pages in the disclosure document (e.g., the fourth page of a
seven-page disclosure document shall be labeled “page 4 of 7 pages”);

c¢.  The assumed dates of premium receipt and benefit payout within a contract year shall be clearly
identified;

d. Ifthe age of the proposed insured is shown as a component of the tabular detail, the age shown
shall be issue age plus the numbers of years the contract is assumed to have been in force;

e. The assumed premium on which the illustrated benefits and values are based shall be clearly
identified, including rider premium for any benefits being illustrated,

/- Any charges for riders or other contract features assessed against the account value or the
crediting rate shall be recognized in the illustrated values and shall be accompanied by a statement
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indicating the nature of the rider benefits or the contract features and indicating whether or not they
are included in the illustration;

g Guaranteed death benefits and values available upon surrender, if any, for the illustrated contract
premium shall be shown and clearly labeled as guaranteed;

h.  The nonguaranteed elements underlying the nonguaranteed illustrated values shall be no more
favorable than current nonguaranteed elements and shall not include any assumed future improvement
of such elements. Additionally, nonguaranteed elements used in calculating nonguaranteed illustrated
values at any future duration shall reflect any planned changes, including any planned changes that may
occur after expiration of an initial guaranteed or bonus period;

i.  Indetermining the nonguaranteed illustrated values for a fixed indexed annuity, the index-based
interest rate and account value shall be calculated for three different scenarios: one to reflect historical
performance of the index for the most recent 10 calendar years; one to reflect the historical performance
of the index for the continuous period of 10 calendar years out of the last 20 calendar years that would
result in the least index value growth (the “low scenario”); one to reflect the historical performance of
the index for the continuous period of 10 calendar years out of the last 20 calendar years that would result
in the most index value growth (the “high scenario”). The following requirements apply:

(1) The most recent 10 calendar years and the last 20 calendar years are defined to end on the prior
December 31, except for illustrations prepared during the first three months of the year, for which the
end date of the calendar year period may be the December 31 prior to the last full calendar year;

(2) If any index utilized in determination of an account value has not been in existence for at least
10 calendar years, indexed returns for that index shall not be illustrated. If the fixed indexed annuity
provides an option to allocate account value to more than one indexed or fixed declared rate account,
and one or more of those indexes has not been in existence for at least 10 calendar years, the allocation
to such indexed account shall be assumed to be zero;

(3) Ifany index utilized in determination of an account value has been in existence for at least 10
calendar years but less than 20 calendar years, the 10-calendar-year periods that define the low and high
scenarios shall be chosen from the exact number of years the index has been in existence;

(4) Thenonguaranteed elements, such as caps, spreads, participation rates or other interest crediting
adjustments, used in calculating the nonguaranteed index-based interest rate shall be no more favorable
than the corresponding current elements;

(5) If a fixed indexed annuity provides an option to allocate the account value to more than one
indexed or fixed declared rate account:

1. The allocation used in the illustration shall be the same for all three scenarios; and

2. The 10-calendar-year periods resulting in the least and greatest index growth periods shall be
determined independently for each indexed account option;

(6) The geometric mean annual effective rate of the account value growth over the 10-calendar-year
period shall be shown for each scenario;

(7) If the most recent 10-calendar-year historical period experience of the index is shorter than the
number of years needed to fulfill the requirement of subrule 15.66(8), the most recent 10-calendar-year
historical period experience of the index shall be used for each subsequent 10-calendar-year period
beyond the initial period for the purpose of calculating the account value for the remaining years of
the illustration;

(8) The low and high scenarios:

1. Need not show surrender values (if different than account values);

2. Shall not extend beyond 10 calendar years (and therefore are not subject to the requirements of
subrule 15.66(8) beyond subparagraph 15.66(8) “a ”(1)); and

3. May be shown on a separate page. A graphical presentation shall also be included comparing the
movement of the account value over the 10-calendar-year period for the low scenario, the high scenario
and the most recent 10-calendar-year scenario; and

(9) The low and high scenarios should reflect the irregular nature of the index performance and
should trigger every type of adjustment to the index-based interest rate under the contract. The effect of
the adjustments should be clear; for example, additional columns showing how the adjustment applied
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may be included. If an adjustment to the index-based interest rate is not triggered in the illustration
(because no historical values of the index in the required illustration range would have triggered it), the
illustration shall so state;

j. The guaranteed elements, if any, shall be shown before corresponding nonguaranteed elements
and shall be specifically referred to on any page of an illustration that shows or describes only the
nonguaranteed elements (e.g., “see page 1 for guaranteed elements”);

k. The account or accumulation value of a contract, if shown, shall be identified by the name this
value is given in the contract being illustrated and shown in close proximity to the corresponding value
available upon surrender;

[ The value available upon surrender shall be identified by the name this value is given in the
contract being illustrated and shall be the amount available to the contract owner in a lump sum after
deduction of surrender charges, bonus forfeitures, contract loans, contract loan interest and application
of any market value adjustment, as applicable;

m. Illustrations may show contract benefits and values in graphic or chart form in addition to the
tabular form,;

n.  Any illustration of nonguaranteed elements shall be accompanied by a statement indicating that:

(1) The benefits and values are not guaranteed;

(2) The assumptions on which they are based are subject to change by the insurer; and

(3) Actual results may be higher or lower;

o. Illustrations based on nonguaranteed credited interest and nonguaranteed annuity income rates
shall contain equally prominent comparisons to guaranteed credited interest and guaranteed annuity
income rates, including any guaranteed and nonguaranteed participation rates, caps or spreads for fixed
indexed annuities;

p.  The annuity income rate illustrated shall not be greater than the current annuity income rate
unless the contract guarantees are in fact more favorable;

q. llustrations shall be concise and easy to read;

. Key terms shall be defined and then used consistently throughout the illustration;

s.  Illustrations shall not depict values beyond the maximum annuitization age or date;

t.  Annuitization benefits shall be based on contract values that reflect surrender charges or any
other adjustments, if applicable; and

u.  Illustrations shall show both annuity income rates per $1000.00 and the dollar amounts of the
periodic income payable.

15.66(7) An annuity illustration shall include a narrative summary that includes the following unless
provided at the same time in a disclosure document:

a. A brief description of any contract features, riders or options, whether guaranteed or
nonguaranteed, shown in the basic illustration and the impact they may have on the benefits and values
of the contract.

b. A brief description of any other optional benefits or features that are selected, but not shown in
the illustration and the impact they have on the benefits and values of the contract.

c.  ldentification and a brief definition of column headings and key terms used in the illustration.

d. A statement containing in substance the following:

(1) For other than fixed indexed annuities:

This illustration assumes the annuity’s current nonguaranteed elements will not
change. It is likely that they will change and actual values will be higher or lower than
those in this illustration but will not be less than the minimum guarantees.

The values in this illustration are not guarantees or even estimates of the amounts
you can expect from your annuity. Please review the entire Disclosure Document and
Buyer’s Guide provided with your Annuity Contract for more detailed information.

(2) For fixed indexed annuities:

This illustration assumes the index will repeat historical performance and that the
annuity’s current nonguaranteed elements, such as caps, spreads, participation rates or
other interest crediting adjustments, will not change. It is likely that the index will
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not repeat historical performance, the nonguaranteed elements will change, and actual
values will be higher or lower than those in this illustration but will not be less than the
minimum guarantees.

The values in this illustration are not guarantees or even estimates of the amounts
you can expect from your annuity. Please review the entire Disclosure Document and
Buyer’s Guide provided with your Annuity Contract for more detailed information.

e.  Additional explanations as follows:

(1) Minimum guarantees shall be clearly explained;

(2) The effect on contract values of contract surrender prior to maturity shall be explained,;

(3) Any conditions on the payment of bonuses shall be explained;

(4) For annuities sold as an IRA or as a qualified plan or in another arrangement subject to the
required minimum distribution (RMD) requirements of the Internal Revenue Code, the effect of RMDs
on the contract values shall be explained;

(5) For annuities with recurring surrender charge schedules, a clear and concise explanation of what
circumstances will cause the surrender charge to recur shall be included; and

(6) A brief description of the types of annuity income options available shall be explained,
including:

1.  The earliest or only maturity date for annuitization (as the term is defined in the contract);

2. For contracts with an optional maturity date, the periodic income amount for at least one of the
annuity income options available based on the guaranteed rates in the contract, at the later of age 70 or
10 years after issue, but in no case later than the maximum annuitization age or date in the contract;

3. For contracts with a fixed maturity date, the periodic income amount for at least one of the
annuity income options available, based on the guaranteed rates in the contract at the fixed maturity
date; and

4. The periodic income amount based on the currently available periodic income rates for the
annuity income option in numbered paragraph 15.66(7) “e ”(6)“2” or “3,” if desired.

15.66(8) Following the narrative summary, an illustration shall include a numeric summary which
shall include, at minimum, numeric values at the following durations:

a. Either:

(1) The first 10 contract years; or

(2) The surrender charge period if longer than 10 years, including any renewal surrender charge
period;

b.  Every tenth contract year up to the later of 30 years or age 70; and

c.  Either:

(1) The required annuitization age; or

(2) The required annuitization date.

15.66(9) If the annuity contains a market value adjustment, hereafter MVA, all of the following
provisions apply to the illustration (Appendix V provides an illustration of an annuity containing an
MVA that addresses paragraphs 15.66(9) “a” through “f” below):

a. The MVA shall be referred to as such throughout the illustration.

b.  The narrative shall include an explanation, in simple terms, of the potential effect of the MVA
on the value available upon surrender.

c¢.  The narrative shall include an explanation, in simple terms, of the potential effect of the MVA
on the death benefit.

d. A statement, containing in substance the following, shall be included:

When you make a withdrawal, the amount you receive may be increased or
decreased by a Market Value Adjustment (MVA). If interest rates on which the MVA
is based go up after you buy your annuity, the MVA likely will decrease the amount
you receive. If interest rates go down, the MVA will likely increase the amount you
receive.

e.  Illustrations shall describe both the upside and the downside aspects of the contract features
relating to the market value adjustment.
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f The illustrative effect of the MVA shall be shown under at least one positive and one negative
scenario. This demonstration shall appear on a separate page and be clearly labeled that it is information
demonstrating the potential impact of an MVA.

g Actual MVA floors and ceilings as listed in the contract shall be illustrated.

h.  If the MVA has significant characteristics not addressed by paragraphs 15.66(9) “a” through
“f,” the effect of such characteristics shall be shown in the illustration.

15.66(10) A narrative summary for a fixed indexed annuity illustration also shall include the
following unless provided at the same time in a disclosure document:

a. An explanation, in simple terms, of the elements used to determine the index-based interest,
including, but not limited to, the following elements:

(1) The index(es) which will be used to determine the index-based interest;

(2) The indexing method — such as point-to-point, daily averaging, monthly averaging;

(3) The index term — the period over which indexed-based interest is calculated;

(4) The participation rate, if applicable;

(5) The cap, if applicable; and

(6) The spread, if applicable;

b.  The narrative shall include an explanation, in simple terms, of how index-based interest is
credited in the indexed annuity;

c¢.  The narrative shall include a brief description of the frequency with which the company can
reset the elements used to determine the indexed-based credits, including the participation rate, the cap,
and the spread, if applicable; and

d.  Ifthe product allows the contract holder to make allocations to declared-rate segment, then the
narrative shall include a brief description of:

(1) Any options to make allocations to a declared-rate segment, both for new premiums and for
transfers from the indexed-based segments; and

(2) Differences in guarantees applicable to the declared-rate segment and the indexed-based
segments.

15.66(11) A numeric summary for a fixed indexed annuity illustration shall include, at a minimum,
the following elements:

a. The assumed growth rate of the index in accordance with paragraph 15.66(6)“i”;

b.  The assumed values for the participation rate, cap and spread, if applicable; and

c.  The assumed allocation between indexed-based segments and declared-rate segment, if
applicable, in accordance with paragraph 15.66(6) “i.”

15.66(12) If the contract is issued other than as applied for, a revised illustration conforming to the
contract as issued shall be sent with the contract, except that nonsubstantive changes including, but not
limited to, changes in the amount of expected initial or additional premiums and any changes in amounts
of exchanges pursuant to Section 1035 of the Internal Revenue Code, rollovers or transfers, which do
not alter the key benefits and features of the annuity as applied for will not require a revised illustration

unless requested by the applicant.
[ARC 0035C, 1AB 3/7/12, effective 4/11/12]

191—15.67(507B) Report to contract owners. For annuities in the payout period that include
nonguaranteed elements and for deferred annuities in the accumulation period, the insurer shall provide
each contract owner with a report, at least annually, on the status of the contract that contains at least
the following information:

15.67(1) The beginning and ending date of the current report period;

15.67(2) The accumulation and cash surrender value, if any, at the end of the previous report period
and at the end of the current report period;

15.67(3) The total amounts, if any, that have been credited, charged to the contract value or paid
during the current report period; and

15.67(4) The amount of outstanding loans, if any, as of the end of the current report period.
[ARC 0035C, IAB 3/7/12, effective 4/11/12]
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191—15.68(507B) Penalties. In addition to any other penalties provided by the laws of this state, an
insurer or producer that violates a requirement of these rules shall be guilty of a violation of lowa Code

chapter 507B.
[ARC 0035C, 1AB 3/7/12, effective 4/11/12]

191—15.69(507B) Severability. If any provision of these rules or their application to any person or
circumstance is for any reason held to be invalid by any court of law, the remainder of the rule and its

application to other persons or circumstances shall not be affected.
[ARC 0035C, 1AB 3/7/12, effective 4/11/12]

191—15.70 and 15.71 Reserved.

DIVISION V
SUITABILITY IN ANNUITY TRANSACTIONS

191—15.72(507B) Purpose. The purpose of these rules is to require insurers to establish a system to
supervise recommendations and to set forth standards and procedures for recommendations to consumers
that result in transactions involving annuity products so that the insurance needs and financial objectives

of consumers at the times of the transactions are appropriately addressed.
[ARC 8934B, TAB 7/14/10, effective 1/1/11; ARC 0035C, TAB 3/7/12, effective 4/11/12]

191—15.73(507B) Applicability and scope.

15.73(1) These rules shall apply to any recommendation to purchase, exchange or replace an annuity
made to a consumer on or after January 1, 2011, by an insurance producer, or by an insurer where no
producer is involved, that results in the purchase, exchange or replacement recommended.

15.73(2) Unless otherwise specifically included, this rule shall not apply to transactions involving:

a. Direct-response solicitations where there is no recommendation based on information collected
from the consumer pursuant to these rules.

b.  Contracts used to fund the following:

(1) An employee pension or welfare benefit plan that is covered by the Employee Retirement and
Income Security Act (ERISA);

(2) A plan described by Section 401(a), 401(k), 403(b), 408(k) or 408(p) of the Internal Revenue
Code (IRC) if established or maintained by an employer;

(3) A government or church plan defined in Section 414 of the IRC, a government or church welfare
benefit plan, or a deferred compensation plan of a state or local government or tax-exempt organization
under Section 457 of the IRC;

(4) A nonqualified deferred compensation arrangement established or maintained by an employer
or plan sponsor;

(5) Settlements or assumptions of liabilities associated with personal injury litigation or any dispute
or claim resolution process; or

(6) Formal prepaid funeral contracts.
[ARC 8934B, IAB 7/14/10, effective 1/1/11; ARC 0035C, IAB 3/7/12, effective 4/11/12]

191—15.74(507B) Definitions. For purposes of this division:

“Annuity” means an annuity that is an insurance product under state law, individually solicited,
whether the product is classified as an individual or group annuity.

“Continuing education credit” or “CE credit” means one credit as defined in rule

191—11.2(505,522B).
“Continuing education provider” or “CE provider” means a CE provider as defined in rule
191—11.2(505,522B).

“FINRA” means the Financial Industry Regulatory Authority or a succeeding agency.
“Insurance producer” means a person required to be licensed under the laws of this state to sell,
solicit or negotiate insurance, including annuities.
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“Insurer” means a company required to be licensed under the laws of this state to provide insurance
products, including annuities.

“Recommendation” means advice provided by an insurance producer, or an insurer where no
producer is involved, to an individual consumer that results in a purchase, exchange or replacement of
an annuity in accordance with that advice.

“Replacement” means a transaction in which a new policy or contract is to be purchased, and it is
known or should be known to the proposing producer, or to the proposing insurer if there is no producer,
that, by reason of the transaction, an existing policy or contract has been or is to be:

1. Lapsed, forfeited, surrendered or partially surrendered, assigned to the replacing insurer or
otherwise terminated;

2. Converted to reduced paid-up insurance, continued as extended term insurance, or otherwise
reduced in value by the use of nonforfeiture benefits or other policy values;

3. Amended so as to effect either a reduction in benefits or in the term for which coverage would
otherwise remain in force or for which benefits would be paid;

4. Reissued with any reduction in cash value; or

5. Used in a financed purchase.

“Suitability information” means information that is reasonably appropriate to determine the
suitability of a recommendation, including the following:

1. Age;

2. Annual income;

3. Financial situation and needs, including the financial resources used for the funding of the
annuity;

4. Financial experience;

Financial objectives;

Intended use of the annuity;

Financial time horizon;

Existing assets, including investment and life insurance holdings;
9. Liquidity needs;

10. Liquid net worth;

11. Risk tolerance; and

12. Tax status.
[ARC 8934B, IAB 7/14/10, effective 1/1/11; ARC 0035C, IAB 3/7/12, effective 4/11/12]

Y

191—15.75(507B) Duties of insurers and of insurance producers.

15.75(1) In recommending to a consumer the purchase of an annuity or the exchange of an annuity
that results in another insurance transaction or series of insurance transactions, the insurance producer,
or the insurer where no producer is involved, shall have reasonable grounds for believing that the
recommendation is suitable for the consumer on the basis of the facts disclosed by the consumer as to
the consumer’s investments and other insurance products and as to the consumer’s financial situation
and needs, including the consumer’s suitability information, and that there is a reasonable basis to
believe all of the following:

a. The consumer has been reasonably informed of various features of the recommended annuity,
such as: the potential surrender period and surrender charge; potential tax penalty if the consumer sells,
exchanges, surrenders or annuitizes the annuity; mortality and expense fees; investment advisory fees;
potential charges for and features of riders; limitations on interest returns; insurance and investment
components; and market risk;

b.  The consumer would benefit from certain features of the annuity, such as tax-deferred growth,
annuitization, death benefit, or living benefit;

¢.  The particular annuity as a whole, the underlying subaccounts to which funds are allocated at
the time of purchase or exchange of the annuity, and riders and similar product enhancements, if any, are
suitable (and in the case of an exchange or replacement, the transaction as a whole is suitable) for the
particular consumer based on the consumer’s suitability information; and
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d. Inthe case of an exchange or replacement of an annuity, the exchange or replacement is suitable,
including taking into consideration whether:

(1) The consumer will incur a surrender charge, be subject to the commencement of a new
surrender period, lose existing benefits (such as death benefit, living benefit, or other contractual
benefits), or be subject to increased fees, investment advisory fees or charges for riders and similar
product enhancements;

(2) The consumer would benefit from product enhancements and improvements; and

(3) The consumer has had another annuity exchange or replacement and, in particular, an exchange
or replacement within the preceding 36 months.

15.75(2) Prior to the execution of a purchase, exchange or replacement of an annuity resulting from
a recommendation, an insurance producer, or an insurer where no producer is involved, shall make
reasonable efforts to obtain the consumer’s suitability information.

15.75(3) Except as permitted under subrule 15.75(4), an insurer shall not issue an annuity
recommended to a consumer unless there is a reasonable basis to believe the annuity is suitable based
on the consumer’s suitability information.

15.75(4) Exceptions.

a. Except as provided under paragraph 15.75(4)“b,” neither an insurance producer, nor an
insurer, shall have any obligation to a consumer under subrule 15.75(1) or 15.75(3) related to any
annuity transaction if:

(1) No recommendation is made;

(2) A recommendation was made and was later found to have been prepared based on inaccurate
material information provided by the consumer;

(3) A consumer refuses to provide relevant suitability information and the annuity transaction is
not recommended; or

(4) A consumer decides to enter into an annuity transaction that is not based on a recommendation
of the insurer or the insurance producer.

b.  Aninsurer’s issuance of an annuity subject to paragraph 15.75(4) “a ” shall be reasonable under
all the circumstances actually known to the insurer at the time the annuity is issued.

15.75(5) An insurance producer or, where no insurance producer is involved, the responsible insurer
representative, shall at the time of sale:

a. Make a record of any recommendation subject to subrule 15.75(1);

b.  Obtain a customer-signed statement documenting a customer’s refusal to provide suitability
information, if any; and

c. Obtain a customer-signed statement acknowledging that an annuity transaction is not
recommended if a customer decides to enter into an annuity transaction that is not based on the
insurance producer’s or insurer’s recommendation.

15.75(6) An insurer’s duty to supervise.

a. An insurer shall establish a supervision system that is reasonably designed to achieve
the insurer’s and its insurance producers’ compliance with rules 191—15.72(507B) through
191—15.78(507B) including, but not limited to, the following:

(1) The insurer shall maintain reasonable procedures to inform its insurance producers of the
requirements of these rules and shall incorporate the requirements of these rules into relevant insurance
producer training manuals;

(2) The insurer shall establish standards for insurance producer product training and shall maintain
reasonable procedures to require its insurance producers to comply with the requirements of rule
191—15.76(507B);

(3) The insurer shall provide product-specific training and training materials which explain all
material features of its annuity products to its insurance producers;

(4) The insurer shall maintain procedures for review of each recommendation prior to issuance of
an annuity that are designed to ensure that there is a reasonable basis to determine that a recommendation
is suitable. Such review procedures may apply a screening system for the purpose of identifying
selected transactions for additional review and may be accomplished electronically or through other

’
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means including, but not limited to, physical review. Such an electronic or other system may be
designed to require additional review only of those transactions identified for additional review by the
selection criteria;

(5) The insurer shall maintain reasonable procedures to detect recommendations that are not
suitable. These procedures may include, but are not limited to, confirmation of consumer suitability
information, systematic customer surveys, interviews, confirmation letters and programs of internal
monitoring. Nothing in this subparagraph prevents an insurer from complying with this subparagraph
by applying sampling procedures or by confirming suitability information after issuance or delivery of
the annuity; and

(6) The insurer shall annually provide a report to senior management, including to the senior
manager responsible for audit functions, which details a review, with appropriate testing, reasonably
designed to determine the effectiveness of the supervision system, the exceptions found, and corrective
action taken or recommended, if any.

b.  Third-party supervisor.

(1) Nothing in this subrule restricts an insurer from contracting for performance of a function
(including maintenance of procedures) required under paragraph 15.75(6) “a. ” An insurer is responsible
for taking appropriate corrective action and may be subject to sanctions and penalties pursuant to
rule 191—15.73(507B) regardless of whether the insurer contracts for performance of a function and
regardless of the insurer’s compliance with subparagraph 15.75(6) “b '(2).

(2) An insurer’s supervision system under paragraph 15.75(6)“a” shall include supervision of
contractual performance under this subrule including, but not limited to, the following:

1. Monitoring and, as appropriate, conducting audits to assure that the contracted function is
properly performed; and

2. Annually obtaining a certification from a senior manager who has responsibility for the
contracted function that the manager has a reasonable basis to represent, and does represent, that the
function is properly performed.

c.  An insurer is not required to include in its system of supervision an insurance producer’s
recommendations to consumers of products other than the annuities offered by the insurer.

15.75(7) An insurance producer shall not dissuade, or attempt to dissuade, a consumer from:

a.  Truthfully responding to an insurer’s request for confirmation of suitability information;

b.  Filing a complaint; or

c¢.  Cooperating with the investigation of a complaint.

15.75(8) Compliance with FINRA.

a. Sales made in compliance with FINRA requirements pertaining to suitability and supervision
of annuity transactions shall satisfy the requirements under these rules. This subrule applies to FINRA
member broker-dealer sales of variable annuities and fixed annuities if the suitability and supervision
are similar to those applied to variable annuity sales. However, nothing in this subrule shall limit the
insurance commissioner’s ability to enforce (including investigate) the provisions of this regulation.

b.  For paragraph 15.75(8) “a” to apply, an insurer shall:

(1) Monitor the FINRA member broker-dealer using information collected in the normal course of
an insurer’s business; and

(2) Provide to the FINRA member broker-dealer information and reports that are reasonably

appropriate to assist the FINRA member broker-dealer to maintain its supervision system.
[ARC 8934B, IAB 7/14/10, effective 1/1/11; ARC 0035C, IAB 3/7/12, effective 4/11/12]

191—15.76(507B) Insurance producer training.

15.76(1) An insurance producer shall not solicit the sale of an annuity product unless the insurance
producer has adequate knowledge of the product to recommend the annuity and the insurance producer
is in compliance with the insurer’s standards for product training. An insurance producer may rely on
insurer-provided product-specific training standards and materials to comply with this subrule.

15.76(2) Training required.

a.  One-time course.
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(1) An insurance producer who engages in the sale of annuity products shall complete a one-time
four-credit training course approved by the lowa insurance division and provided by an education
provider approved by the insurance division.

(2) Insurance producers may not engage in the sale of annuities until the annuity training course
required under this rule has been completed.

b.  The minimum length of the training required under this rule shall be sufficient to qualify for at
least four CE credits, but may be longer.

c.  The training required under this rule shall include information on the following topics:

(1) The types of annuities and various classifications of annuities;

(2) Identification of the parties to an annuity;

(3) How fixed, variable and indexed annuity contract provisions affect consumers;

(4) The application of income taxation of qualified and nonqualified annuities;

(5) The primary uses of annuities;

(6) Appropriate sales practices; and

(7) Replacement and disclosure requirements.

d. Providers of courses intended to comply with this rule shall cover all topics listed in the
prescribed outline and shall not present any marketing information or provide training on sales
techniques or provide specific information about a particular insurer’s products. Additional topics may
be offered in conjunction with and in addition to the required outline.

e. A provider of an annuity training course intended to comply with this rule shall register as
a CE provider in this state and comply with the rules and guidelines applicable to insurance producer
continuing education courses as set forth in 191—Chapter 11.

£ Annuity training courses may be conducted and completed by classroom or self-study methods
in accordance with 191—Chapter 11.

g Providers of annuity training shall comply with the reporting requirements and shall issue
certificates of completion in accordance with 191—Chapter 11.

h.  Satisfaction of the training requirements of another state that are substantially similar to the
provisions of this subrule shall be deemed to satisfy the training requirements of this subrule in this
state.

i.  An insurer shall verify that an insurance producer has completed the annuity training course
required under this subrule before allowing the producer to sell an annuity product for that insurer.
An insurer may satisfy its responsibility under this subrule by obtaining certificates of completion of
the training course or obtaining reports provided by lowa insurance commissioner-sponsored database
systems or vendors or from a reasonably reliable commercial database vendor that has a reporting

arrangement with approved continuing education providers.
[ARC 8934B, IAB 7/14/10, effective 1/1/11; ARC 0035C, TAB 3/7/12, effective 4/11/12]

191—15.77(507B) Compliance; mitigation; penalties.

15.77(1) An insurer is responsible for compliance with this regulation. If a violation occurs, either
because of the action or inaction of the insurer or its insurance producer, the commissioner may order:

a. An insurer to take reasonably appropriate corrective action for any consumer harmed by the
insurer’s, or by its insurance producer’s, violation of the rules of this division;

b. A general agency, independent agency or the insurance producer to take reasonably appropriate
corrective action for any consumer harmed by the insurance producer’s violation of the rules of this
division; and

c.  Appropriate penalties and sanctions.

15.77(2) Any applicable penalty under lowa Code chapter 507B for a violation of the rules in
Division V of this chapter may be reduced or eliminated if corrective action for the consumer was taken

promptly after a violation was discovered or the violation was not part of a pattern or practice.
[ARC 8934B, IAB 7/14/10, effective 1/1/11; ARC 0035C, IAB 3/7/12, effective 4/11/12]
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191—15.78(507B) Record keeping.

15.78(1) Insurers, general agents, independent agencies, and insurance producers shall maintain or
be able to make available to the commissioner records of the information collected from the consumer
and other information used in making the recommendations that were the basis for insurance transactions
for ten years after the insurance transaction is completed by the insurer. An insurer is permitted, but shall
not be required, to maintain documentation on behalf of an insurance producer.

15.78(2) Records required to be maintained by this rule may be maintained in paper, photographic,
microprocess, magnetic, mechanical or electronic media or by any process that accurately reproduces

the actual document.
[ARC 8934B, IAB 7/14/10, effective 1/1/11; ARC 0035C, IAB 3/7/12, effective 4/11/12]

191—15.79 Reserved.

DIVISION VI
INDEXED PRODUCTS TRAINING REQUIREMENT

191—15.80(507B,522B) Purpose. The purpose of the rules in this division is to require certain specific
minimum training for insurance producers who wish to sell indexed annuities or indexed life insurance
in Towa. This additional training is necessary due to the complex nature of these indexed products
and to ensure that insurance producers are able to determine whether an indexed product is suitable
for a consumer and are able to adequately explain to a consumer how the indexed product works. The
ultimate goal of these rules is to ensure that purchasers of indexed products understand basic features of
the indexed products. The rules in this division apply to all indexed products sold on or after January 1,
2008.

191—15.81(507B,522B) Definitions. For the purpose of this division:

“CE credit” means one continuing education “credit” as defined in 191—Chapter 11.

“CE provider” means any individual or entity that is approved to offer continuing education courses
in Iowa pursuant to 191—Chapter 11.

“Indexed products” means all fixed indexed life insurance and fixed indexed annuity products.

“Insurer” means an insurance company admitted to do business in lowa which sells indexed products
in lowa.

“Producer” means a person required to obtain an insurance license under lowa Code chapter 522B.

191—15.82(507B,522B) Special training required. A producer who wishes to sell indexed products
in lowa shall complete at least one four-credit indexed products training course, as described in this
division, prior to providing any advice or making any sales presentation concerning an indexed product.

191—15.83(507B,522B) Conduct of training course.

15.83(1) The indexed products training shall include information on all topics listed in the
most recent version of the indexed products training outline available at the division’s Web site,
www.iid.state.ia.us.

15.83(2) CE providers of indexed products training shall cover all topics listed in the indexed
products training outline and, within the time allotted for the required topics, shall not present any
marketing information or provide training on sales techniques or provide specific information about a
particular insurer’s products. Additional topics may be offered in conjunction with and in addition to
the required outline.

15.83(3) The minimum length of the indexed products training must be sufficient to qualify for at
least four CE credits, but may be longer.

15.83(4) To satisfy the requirements of subrules 15.83(1), 15.83(2) and 15.83(3), an indexed
products training course shall be filed, approved and conducted according to the rules and guidelines
applicable to insurance producer continuing education courses as set forth in 191—Chapter 11.



https://www.legis.iowa.gov/docs/ico/chapter/522B.pdf

IAC 3/7/12 Insurance[191] Ch 15, p.33

15.83(5) Indexed products training courses may be conducted and completed by classroom or
self-study methods according to the rules in 191—Chapter 11.

15.83(6) CE providers of indexed products training shall comply with the reporting requirements as
set forth in 191—Chapter 11.

15.83(7) CE providers of indexed products training shall issue certificates of completion according
to the rules in 191—Chapter 11.

15.83(8) A producer may use the CE credits completed under the indexed products training
requirement to meet the producer’s continuing education requirement under 191—Chapter 11.

191—15.84(507B,522B) Insurer duties.

15.84(1) Each insurer shall establish a system to verify which of its appointed insurance producers
have completed one training course on indexed products as required in this division.

15.84(2) An insurer shall verify that a producer has completed the required indexed products training
before allowing the producer to sell an indexed product for that insurer.

15.84(3) For insurance producers under contract with or employed by a broker-dealer, general agent
or independent agency, an insurer may enter into a contract with the broker-dealer, general agent or
independent agency to establish and maintain a system of verification as required by subrule 15.84(1)
with respect to those insurance producers. In such circumstances, the insurer shall make reasonable
inquiry to ensure that the broker-dealer, general agent or independent agency is performing the functions
required under subrules 15.84(1) and 15.84(2).

191—15.85(507B,522B) Verification of training. Insurers, producers and third-party contractors may
verify a producer’s completion of the indexed products training by accessing the division’s Web site at
www.iid.state.ia.us.

191—15.86(507B,522B) Penalties.

15.86(1) Insurers and third-party contractors that violate the rules of this division are subject to
penalty under lowa Code chapter S07B.

15.86(2) Producers who violate the rules of this division are subject to penalty under lowa Code
chapters 507B and 522B.

15.86(3) Continuing education providers that fail to follow the requirements of the rules of this
division and the conduct requirements of 191—Chapter 11 are subject to penalty under 191—Chapter
11 and Towa Code chapters 507B and 522B.

191—15.87(507B,522B) Compliance date.
15.87(1) A producer who provides advice or makes a sales presentation regarding an indexed product
on or after January 1, 2008, shall have completed the indexed products training required by this division.
15.87(2) An lowa-licensed insurer shall verify that, prior to the sale of any indexed products on or
after January 1, 2008, any producer appointed by the insurer has completed the indexed products training
required by this division.
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Appendix |
LIFE INSURANCE COST AND
BENEFIT DISCLOSURE

Definitions.

“Annual premium” for a basic policy or rider, for which the company reserves the right to change
the premium, shall be the maximum annual premium.

“Cash dividend” means dividends which can be applied toward payment of gross premiums which
comply with the illustrated scale.

“Equivalent level annual dividend” is calculated by applying the following steps:

1. Accumulate the annual cash dividends at 5 percent interest compounded annually to the end of
the tenth and twentieth policy years.

2. Divide each accumulation of paragraph “1” by an interest factor that converts it into one
equivalent level annual amount that, if paid at the beginning of each year, would accrue to the values
in paragraph “1” over the respective periods stipulated in paragraph “1.” If the period is 10 years, the
factor is 13.207 and if the period is 20 years, the factor is 34.719.

3. Divide the results of paragraph “2” by the number of thousands of the equivalent level death
benefit to arrive at the equivalent level annual dividend.

“Equivalent level death benefit” of a policy or term life insurance rider is an amount calculated as
follows:

1.  Accumulate the guaranteed amount payable upon death, regardless of the cause of death other
than suicide, or other specifically enumerated exclusions, at the beginning of each policy year for 10 and
20 years at 5 percent interest compounded annually to the end of the tenth and twentieth policy years
respectively.

2. Divide each accumulation of paragraph “1” by an interest factor that converts it into one
equivalent level annual amount that, if paid at the beginning of each year, would accrue to the value
in paragraph “1” over the respective periods stipulated in paragraph “1.” If the period is 10 years, the
factor is 13.207 and if the period is 20 years, the factor is 34.719.

“Generic name” means a short title which is descriptive of the premium and benefit patterns of a
policy or a rider.

“Life insurance net payment cost index.” The life insurance net payment cost index is calculated in
the same manner as the comparable life insurance cost index except that the cash surrender value and
any terminal dividend are set at zero.

“Life insurance surrender cost index.” The life insurance surrender cost index is calculated by
applying the following steps:

1. Determine the guaranteed cash surrender value, if any, available at the end of the tenth and
twentieth policy years.

2. For participating policies, add the terminal dividend payable upon surrender, if any, to the
accumulation of the annual cash dividends at 5 percent interest compounded annually to the end of the
period selected and add this sum to the amount determined in subparagraph “1.”

3. Divide the result of subparagraph “2” (subparagraph “1” for guaranteed-cost policies) by an
interest factor that converts it into an equivalent level annual amount that, if paid at the beginning of each
year, would accrue to the value in subparagraph “2” (subparagraph “1” for guaranteed-cost policies) over
the respective periods stipulated in subparagraph “1.” If the period is 10 years, the factor is 13.207 and
if the period is 20 years, the factor is 34.719.

4. Determine the equivalent level premium by accumulating each annual premium payable for
the basic policy or rider at 5 percent interest compounded annually to the end of the period stipulated
in subparagraph “1” and dividing the result by the respective factors stated in subparagraph “3” (this
amount is the annual premium payable for a level premium plan).

5. Subtract the result of subparagraph “3” from subparagraph “4.”

6. Divide the result of subparagraph “5” by the number of thousands of the equivalent level death
benefit to arrive at the life insurance surrender cost index.
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“Policy summary,” for the purposes of these rules, shall mean a written statement describing the
elements of the policy including but not limited to:

1. A prominently placed title as follows: STATEMENT OF POLICY COST AND BENEFIT
INFORMATION.

2. The name and address of the insurance producer or, if no producer is involved, a statement of
the procedure to be followed in order to receive responses to inquiries regarding the policy summary.

3. The full name and home office or administrative office address of the company in which the
life insurance policy is to be or has been written.

4. The generic name of the basic policy and each rider.

5. The following amounts, where applicable, for the first five policy years and representative
policy years thereafter sufficient to clearly illustrate the premium and benefit patterns including, but
not necessarily limited to, the years for which life insurance cost indexes are displayed and at least one
age from 60 through 65 or maturity, whichever is earlier:

(a) The annual premium for the basic policy.

(b) The annual premium for each optional rider.

(c) Guaranteed amount payable upon death, at the beginning of the policy year regardless of the
cause of death other than suicide and other specifically enumerated exclusions, which is provided by the
basic policy and each optional rider, with benefits provided under the basic policy and each rider shown
separately.

(d) Total guaranteed cash surrender values at the end of the year with values shown separately for
the basic policy and each rider.

(e) Cash dividends payable at the end of the year with values shown separately for the basic policy
and each rider. (Dividends need not be displayed beyond the twentieth policy year.)

(f) Guaranteed endowment amounts payable under the policy which are not included under
guaranteed cash surrender values above.

6. The effective policy loan annual percentage interest rate, if the policy contains this provision,
specifying whether this rate is applied in advance or in arrears. If the policy loan interest rate is variable,
the policy summary includes the maximum annual percentage rate.

7.  Life insurance cost indexes for 10 and 20 years but in no case beyond the premium paying
period. Separate indexes are displayed for the basic policy and for each optional term life insurance rider.
Such indexes need not be included for optional riders which are limited to benefits such as accidental
death benefits, disability waiver of premium, preliminary term life insurance coverage of less than 12
months and guaranteed insurability benefits nor for basic policies or optional riders covering more than
one life.

8. The equivalent level annual dividend, in the case of participating policies and participating
optional term life insurance riders, under the same circumstances and for the same durations at which
life insurance cost indexes are displayed.

9. A policy summary which includes dividends shall also include a statement that dividends are
based on the company’s illustrated scale and are not guaranteed and a statement in close proximity to the
equivalent level annual dividend as follows: An explanation of the intended use of the equivalent level
annual dividend is included in the life insurance buyer’s guide.

10. A statement in close proximity to the life insurance cost indexes as follows: An explanation of
the intended use of these indexes is provided in the life insurance buyer’s guide.

11. The date on which the policy summary is prepared.

The policy summary must consist of a separate document. All information required to be disclosed
must be set out in such a manner as not to minimize or render any portion thereof obscure. Any amounts
which remain level for two or more years of the policy may be represented by a single number if it
is clearly indicated what amounts are applicable for each policy year. Amounts in paragraph “5” of
this definition shall be listed in total, not a per-thousand nor a per-unit basis. If more than one insured
is covered under one policy or rider, guaranteed death benefits shall be displayed separately for each
insured or for each class of insured if death benefits do not differ within the class. Zero amounts shall
be displayed as zero and shall not be displayed as a blank space.
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Appendix 11
HIV ANTIBODY TEST
INFORMATION FORM FOR INSURANCE APPLICANT
AIDS

Acquired Immunodeficiency Syndrome (AIDS) is a life-threatening disorder of the immune system,
caused by a virus, HIV. The virus is transmitted by sexual contact with an infected person, from an
infected mother to her newborn infant, or by exposure to infected blood (as in needle sharing during IV
drug use). Persons at high risk of contracting AIDS include males who have had sexual contact with
another man, intravenous drug users, hemophiliacs, and persons who have had sexual contact with any
of these persons. AIDS does not typically develop until a person has been infected with HIV for several
years. A person may remain free of symptoms for years after becoming infected. Infected persons have
a 25 percent to 50 percent chance of developing AIDS over the next ten years.

The HIV antibody test:

Before consenting to testing, please read the following important information:

1. Purpose. This test is being run to determine whether you may have been infected with HIV.
If you are infected, you are probably not insurable. This test is not a test for AIDS; AIDS can only be
diagnosed by medical evaluation.

2. Positive test results. If you test positive, you should seek medical follow-up with your personal
physician. If your test is positive, you may be infected with HIV.

3. Accuracy. An HIV test will be considered positive only after confirmation by a laboratory
procedure that the state health officer has determined to be highly accurate. Nonetheless, the HIV
antibody test is not 100 percent accurate. Possible errors include:

a. False positives: This test gives a positive result, even though you are not infected. This happens
rarely and is more common in persons who have not engaged in high-risk behavior. Retesting should be
done to help confirm the validity of a positive test.

b. False negatives: The test gives a negative result, even though you are infected with HIV. This
happens most commonly in recently infected persons; it takes at least 4 to 12 weeks for a positive test
result to develop after a person is infected.

4. Side effects. A positive test result may cause you significant anxiety. A positive test may result
in uninsurability for life, health, or disability insurance policies for which you may apply in the future.
Although prohibited by law, discrimination in housing, employment, or public accommodations may
result if your test results become known to others. A negative result may create a false sense of security.

5. Disclosure of results. A positive test result will be reported to you in one of the following
ways. You may choose to have information about a positive test result communicated to you through
your physician or through the alternative testing site. If you do not designate a physician or an alternative
testing site to receive the information, the information about a positive test result will be reported to the
Iowa Department of Public Health, and the lowa Department of Public Health will contact you.

6. Confidentiality. Like all medical information, HIV test results are confidential. An insurer,
insurance agent, or insurance-support organization is required to maintain the confidentiality of HIV
test results. However, certain disclosures of your test results may occur, including those authorized by
consent forms that you may have signed as part of your overall application. Your test results may be
provided to the Medical Information Bureau, a national insurance data bank. Your insurance agent will
provide you with additional written information about this subject at your request.

7. Prevention. Persons who have a history of high-risk behavior should change these behaviors
to prevent getting or giving AIDS, regardless of whether they are tested. Specific important changes in
behavior include safe sex practices (including condom use for sexual contact with someone other than a
long-term monogamous partner) and not sharing needles.

8.  Information. Further information about HIV testing and AIDS can be obtained by calling the
national AIDS hotline at 1-800-342-2437.
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INFORMED CONSENT

I hereby authorize the company and its designated medical facilities to draw samples of my blood
or other bodily fluid for the purpose of laboratory testing to provide applicable medical information
concerning my insurability. These tests may include but are not limited to tests for: cholesterol and
related blood lipids; diabetes; liver or kidney disorders; infection by the Acquired Immune Deficiency
Syndrome (HIV) virus (if permitted by law); immune disorders; or the presence of medications, drugs,
nicotine or other metabolites. The tests will be done by a medically accepted procedure which is
extremely reliable.

If an HIV Antibody Screen is performed, it will be performed only by a certified laboratory and
according to the following medical protocol:

1. An initial ELISA blood or other bodily fluid test will be done.

a. If the initial ELISA blood or other bodily fluid test is positive, it will be repeated.

b. If the initial ELISA blood or other bodily fluid test is negative, a negative finding will be reported
to the company.

2. If the initial ELISA blood or other bodily fluid test is positive, it will be repeated.

a. If the second ELISA blood or other bodily fluid test is also positive, a Western Blot blood or other
bodily fluid test will be performed to confirm the positive results of the two ELISA blood or other bodily
fluid tests.

b. If the second ELISA blood or other bodily fluid test is negative, a third ELISA blood or other
bodily fluid test will be performed. If the third ELISA blood or other bodily fluid test is positive, a
Western Blot blood or other bodily fluid test will be performed to confirm the previous positive results.
If the third blood or other bodily fluid test is negative, a negative result will be reported to the company.

3. Only if at least two ELISA blood or other bodily fluid tests and a Western Blot blood or other
bodily fluid test are all positive will the result be reported as a positive. All other results will be reported
as negative to the company.

Without a court order or written authorization from me, these results will be made known only to the
company and its reinsurers (if involved in the underwriting process). The company will provide results
of all tests to a physician of my choice. Positive test results to the HIV Antibody Screen will be disclosed
only to my physician or an alternative testing site as I direct below. If I do not designate a physician or
alternative testing site to receive the results, the company will provide results of a positive HIV test to
the Iowa Department of Public Health. In addition, the company may make a brief report to MIB, Inc.,
in a manner described in the Pre-notice which I received as a part of the application process. The only
information the company will report to MIB, Inc. is that positive results were obtained from a blood or
other bodily fluid test. The company will not report what tests were performed or that the positive result
was for HIV antibodies.

These organizations will be the only ones maintaining this information in any type of file except as
required by law. Positive HIV Antibody Screen results are to be reported to: (elect one) o the Alternative
Testing Site or 0 my physician;

(name and address of attending physician)
This authorization will be valid for 90 days from the date below.

Dated At: Day Month , 20

Witness Proposed Insured:

Producer (Signature) (Signature)

This rule is intended to implement lowa Code section 505.16.
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Appendix 11
COMPLAINT RECORD

Column Column Column Column Column Column Column Column
A B C D E F G H
Company Function Reason Line Type Company Date Date Insurance State of
Identification Code Code Disposition Received Closed Division Origin
Number after Complaint
Complaint
Received

(Producer’s

Number)

A.

Explanation

Company Identification Number. As noted, this refers to the identification number of the
complaint and shall also include the license number, name, or other means of identifying
any licensee of the Insurance Division, such as a producer that may have been involved in
the complaint.

Function Code. Complaints are to be classified by function(s) of the company involved.
Separate classifications are to be maintained for underwriting, marketing and sales, claims,
policyholder service and miscellaneous.
Reason Code. Complaints are also to be classified by the nature of the complaint. The
following is the classification required for each function specified above.
1) Underwriting

a) Premium and rating

b) Refusal to insure

¢) Cancellation/renewal

d) Delays

e) Unfair discrimination

f) Endorsement/rider

g) Group conversion

h) Medicare supplement violation

1) Miscellaneous (not covered by above)
2) Marketing and Sales

a) General advertising

b) Misrepresentation

¢) Producer handling

d) Replacement

e) Delays

f) Miscellaneous (not covered by above)
3) Claims

a) Post claim underwriting

b) Delays

c¢) Unsatisfactory settlement/offer

d) Coordination of benefits

e) Cost containment

f) Denial of claim

g) Miscellaneous (not covered by above)
4) Policyholder service

a) Premium notice/billing

b) Cash value

c¢) Delays/no response

d) Premium refund

e) Coverage question

f) Miscellaneous (not covered by above)
5) Miscellaneous
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C. Line Type. Complaints are to be classified according to the line of insurance involved
as follows:
1) Automobile
2) Fire
3) Homeowners-Farmowners
4) Crop
5) Life and Annuity
6) Accident and Health
7) Miscellaneous (not covered by above)

D. Company Disposition After Receipt. The complaint record shall note the disposition of
the complaint.
The following examples illustrate the type of information called for, but are not intended to
be required language nor to exhaust the possibilities:

. Policy issued/restored.

. Refund.

. Claim settled.

. Delay resolved.

. Question of fact.

. Contract provision/legal issue.

. No jurisdiction.

NN AW~

E. Date Received. This refers to the date the complaint was received.

F. Date Closed. This refers to the date on which the complaint was disposed of whether by one
action or a series of actions as may be present in connection with some complaints.

G. Insurance Department Complaint. Complaints are to be classified so as to indicate if the com
plaint was from an insurance department.

H. State of Origin. The complaint record should note the state from which the complaint
originated. Ordinarily this will be the state of residence of the complainant.
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Appendix IV
DISCLOSURE FORM FOR SMALL FACE AMOUNT LIFE INSURANCE POLICIES

Important Information About Your Policy
The premiums you’ll pay for your policy may be more than the amount of your coverage (the
face amount). You can find both the face amount and the annual premium in your policy. Look
for the page labeled [use the label the company uses for that information, such as “Statement of
Policy Cost and Benefit Information™].

° Usually, you can figure out how many years it will take until the premiums paid will be
greater than the face amount. For an estimate, divide the face amount by the annual
premium. Several factors may affect how many years this might take for your policy. These
include not paying premiums when due, taking out a policy loan, surrendering your policy
for cash, policy riders, payment of dividends, if applicable, and changes in the face amount.

. Many factors will affect how much your life insurance costs. Some are your age and health,
the face amount of the policy, and the cost of a policy rider. You may be able to pay less
for your insurance if you answer health questions. You may also pay less if you pay your
premiums less often.

. Ask your insurance agent or your insurance company if you have any questions about your
premiums, your coverage, or anything else about your policy.

If You Change Your Mind . . .

° You can get a full refund of premiums you’ve paid if you return your policy and cancel
your coverage. You must do this within the number of days stated on your policy’s front
page. To return the policy for a full refund, send it back to the agent or the company.

° If you stop paying premiums or cancel your policy after the time that a full refund is
available, you have specific rights. Ask your insurance agent or your insurance company
about your rights.

Contact Information
If you have questions about your insurance policy, ask your agent or your company. If your
agent isn’t available, contact your insurance company at [provide telephone number (including
toll-free number if available), address and Web site (if available)].
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APPENDIX V
Annuity Illustration Example
[The following illustration is an example only and does not reflect specific characteristics
of any actual product for sale by any company]

ABC Life Insurance Company
Company Product Name
Flexible Premium Fixed Deferred Annuity with a Market Value Adjustment (MVA)
An Illustration Prepared for John Doe by John Agent on mm/dd/yyyy
(Contact us at Policyownerservice@ABCLife.com or 555-555-5555.)

Sex: Male Initial Premium Payment: $100,000.00
Age at Issue: 54 Planned Annual Premium Payments: None
Annuitant: John Doe Tax Status: Nonqualified
Oldest Age at Which Annuity Payments Can Begin: 95 Withdrawals: None Illustrated
Initial Interest Guarantee Period 5 Years

Initial Guaranteed Interest Crediting Rates

First Year (reflects first year only interest bonus credit of 0.75%): 4.15%

Remainder of Initial Interest Guarantee Period: 3.40%
Market Value Adjustment Period: 5 Years
Minimum Guaranteed Interest Rate After Initial Interest

Guarantee Period*: 3%

* After the Initial Interest Guarantee Period, a new interest rate will be declared annually. This rate cannot
be lower than the Minimum Guaranteed Interest Rate.

Annuity Income Options and Illustrated Monthly Income Values

This annuity is designed to pay an income that is guaranteed to last as long as the Annuitant lives. When
annuity income payments are to begin, the income payment amounts will be determined by applying an
annuity income rate to the annuity Account Value.

Annuity income options include the following:
e  Periodic payments for Annuitant’s life
e  Periodic payments for Annuitant’s life with payments guaranteed for a certain number of years
e  Periodic payments for Annuitant’s life with payments continuing for the life of a survivor
annuitant

Ilustrated Annuity Income Option: Monthly payments for Annuitant’s life with payments guaranteed
for 10-year period.
Assumed Age When Payments Start: 70

Account Value | Monthly Annuity Monthly
Income Rate/$1,000 | Annuity
of Account Value* | Income

Based on Rates Guaranteed in the Contract $164,798 $5.00 $823.99

Based on Rates Currently Offered by the Company $171,976 $6.50 $1,117.84

*If, at the time of annuitization, the annuity income rates currently offered by the company are higher
than the annuity income rates guaranteed in the contract, the current rates will apply.

Page 1 of 4
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ABC Life Insurance Company

Insurance[191]

Company Product Name
Flexible Premium Fixed Deferred Annuity with a Market Value Adjustment (MVA)
An Illustration Prepared for John Doe by John Agent on mm/dd/yyyy
(Contact us at Policyownerservice@ABCLife.com or 555-555-5555.)

IAC 3/7/12

Values Based on Guaranteed Rates

Values Based on Assumption That
Initial Guaranteed Rates Continue

Cash Minimum Cash
Surrender Cash Surrender
Interest Value Surrender Interest Value
Contract | Premium | Crediting | Account Before Value After | Crediting | Account | Before and
Year/Age| Payment Rate Value MVA MVA Rate Value After MVA
M ) (3) 4) 5 (6) @) 3) ©)

1/55 $ 100,000 4.15% $ 104,150 $ 95,818 $ 92,000 4.15% $ 104,150 $ 95,818
2/56 0 3.40% 107,691 100,153 93,000 3.40% 107,691 100,513
3/57 0 3.40% 111,353 104,671 95,614 3.40% 111,353 104,671
4/58 0 3.40% 115,139 109,382 98,482 3.40% 115,139 109,382
5/59 0 3.40% 119,053 114,291 114,291 3.40% 119,053 114,291
6 /60 0 3.00% 122,625 118,946 118,946 3.40% 123,101 119,408
7/61 0 3.00% 126,304 123,778 123,778 3.40% 127,287 124,741
8/62 0 3.00% 130,093 130,093 130,093 3.40% 131,614 131,614
9/63 0 3.00% 133,996 133,996 133,996 3.40% 136,089 136,089
10/ 64 0 3.00% 138,015 138,015 138,015 3.40% 140,716 140,716
11/65 0 3.00% 142,156 142,156 142,156 3.40% 145,501 145,501
16 /70 0 3.00% 164,798 164,798 164,798 3.40% 171,976 171,976
21/75 0 3.00% 191,046 191,046 191,046 3.40% 203,268 203,268
26/ 80 0 3.00% 221,474 221,474 221,474 3.40% 240,255 240,255
31/85 0 3.00% 256,749 256,749 256,749 3.40% 283,972 283,972
36/90 0 3.00% 297,643 297,643 297,643 3.40% 335,643 335,643
41/95 0 3.00% 345,050 345,050 345,050 3.40% 396,717 396,717

For column descriptions, turn to page 3

Page 2 of 4
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Column Descriptions

1) Ages shown are measured from the Annuitant’s age at issue.
2) Premium Payments are assumed to be made at the beginning of the Contract Year shown.
Values Based on Guaranteed Rates

3) Interest Crediting Rates shown are annual rates; however, interest is credited daily. During the Initial
Interest Guarantee Period, values developed from the Initial Premium Payment are illustrated using the
Initial Guaranteed Interest Rate(s) declared by the insurance company, which include an additional first
year only interest bonus credit of 0.75%. The interest rates will be guaranteed for the Initial Interest
Guarantee Period, subject to an MVA. After the Initial Interest Guarantee Period, a new renewal interest
rate will be declared annually, but can never be less than the Minimum Guaranteed Interest Rate shown.

4) Account Value is the amount you have at the end of each year if you leave your money in the contract
until you start receiving annuity payments. It is also the amount available upon the Annuitant’s death if it
occurs before annuity payments begin. The death benefit is not affected by surrender charges or the MVA.

%) Cash Surrender Value Before MVA is the amount available at the end of each year if you surrender the
contract (after deduction of any Surrender Charge) but before the application of any MVA. Surrender
charges are applied to the Account Value according to the schedule below until the surrender charge
period ends, which may be after the Initial Interest Guarantee Period has ended.

Years Measured from Premium Payment: 1 2 3 4 5 6 7 8+
Surrender Charges: 8% 7% 6% 5% 4% 3% 2% 0%
(6) Minimum Cash Surrender Value After MVA is the minimum amount available at the end of each year

if you surrender your contract before the end of five years, no matter what the MVA is. The minimum

is set by law. The amount you receive may be higher or lower than the cash surrender value due to the
application of the MVA, but never lower than this minimum. Otherwise the MVA works as follows: If the
interest rate available on new contracts offered by the company is LOWER than your Initial Guaranteed
Interest Rate, the MVA will INCREASE the amount you receive. If the interest rate available on new
contracts offered by the company is HIGHER than your Initial Guaranteed Interest Rate, the MVA

will DECREASE the amount you receive. Page 4 of this illustration provides additional information
concerning the MVA.

Values Based on Assumption That Initial Guaranteed Rates Continue

@) Interest Crediting Rates are the same as in Column (3) for the Initial Interest Guarantee Period. After the
Initial Interest Guarantee Period, a new renewal interest rate will be declared annually. For the purposes
of calculating the values in this column, it is assumed that the Initial Guaranteed Interest Rate (without the

bonus) will continue as the new renewal interest rate in all years. The actual renewal interest rates are not
subject to an MVA and will very likely NOT be the same as the illustrated renewal interest rates.

®) Account Value is calculated the same way as Column (4).

) Cash Surrender Value Before and After MVA is the Cash Surrender Value at the end of each year
assuming that Initial Guaranteed Interest Rates continue, and that the continuing rates are the rates offered
by the company on new contracts. In this case, the MVA would be zero, and Cash Surrender Values before
and after the MVA would be the same.

Important Note: This illustration assumes you will take no withdrawals from your annuity before you
begin to receive periodic income payments. Withdrawals will reduce both the annuity Account Value
and the Cash Surrender Value. You may make partial withdrawals of up to 10% of your account
value each contract year without paying surrender charges. Excess withdrawals (above 10%) and full
withdrawals will be subject to surrender charges.

This illustration assumes the annuity’s current interest crediting rates will not change. It is likely
that they will change and actual values may be higher or lower than those in the illustration.

The values in this illustration are not guarantees or even estimates of the amounts you can expect
from your annuity. For more information, read the annuity disclosure and annuity buyer’s guide.

Page 3 of 4
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MVA-Adjusted Cash Surrender Values (CSVs) Under Sample Scenarios

The graphs below* show MVA-adjusted Cash Surrender Values (CSVs) during the first five years of the
contract, as illustrated on page 2 ($100,000 single premium, a 5-year MVA Period) under two sample
scenarios, as described below.

Graph #1 shows if the interest rate on new contracts is 3% LOWER than your Initial Guaranteed Interest
Rate, the MVA will increase the amount you receive (green line). The pink line shows the Cash Surrender
Values if the Initial Guaranteed Interest Rates continue (from Column (9) on Page 2).

Graph #2 shows if the interest rate on new contracts is 3% HIGHER than your Initial Guaranteed Interest
Rate, the MVA will decrease the amount you receive, but not below the minimum set by law (Column
(6) on Page 2), which in this scenario limits the decrease for the first 2 years (yellow line). The pink line
shows the Cash Surrender Values if the Initial Guaranteed Interest Rates continue (from Column (9) on
Page 2).

These graphs and the sample guaranteed interest rates on new contracts used are for demonstration
purposes only and are not intended to be a projection of how guaranteed interest rates on new contracts
are likely to behave.

Initial Guaranteed Interest Rate on New
Contracts is 3% LOWER

120,000

110,000

100,000

MVA Adjusted CSV

90,000
o] 1 2 3 4 5
Year Since Beginning of MVA Period
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*Color not reproducible in the lowa Administrative Code.

Page 4 of 4
[ARC 0035C, IAB 3/7/12, effective 4/11/12]

These rules are intended to implement lowa Code chapters 507B and 522B.
[Filed 8/1/63, amended 11/21/63, 11/16/65, 1/13/71, 10/11/72, 7/3/75]
[Filed 12/1/75, Notice 10/6/75—published 12/15/75, eftective 1/20/76]
[Filed 2/17/76, Notice 12/15/75—published 3/8/76, effective 4/13/76]
[Filed 4/26/76, Notice 3/22/76—published 5/3/76, effective 6/9/76]
[Filed 9/14/76, Notice 6/14/76—published 10/6/76, eftective 7/1/77]
[Filed 1/7/77, Notice 10/20/76—published 1/26/77, effective 3/2/77]
[Filed emergency 12/12/77—published 12/28/77, effective 1/1/78]
[Filed 12/21/78, Notice 10/4/78—published 1/10/79, effective 2/ 15/791]
[Filed 2/1/80, Notice 12/12/79—published 2/20/80, effective 3/26/80]
[Filed 11/5/81, Notice 9/2/81—published 11/25/81, effective 12/31/ 817
[Filed emergency 2/26/82—published 3/17/82, effective 3/11/82]
[Filed 5/7/82, Notice 3/17/82—published 5/26/82, effective 7/1/82]
[Filed 4/3/85, Notice 2/27/85—published 4/24/85, effective 5/29/85]
[Filed emergency 8/7/86—published 8/27/86, effective 8/15/86]
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[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]

[Filed 1/23/87, Notice 11/5/86—published 2/11/87, effective 3/18/87]
[Filed 10/2/87, Notice 8/26/87—published 10/21/87, effective 11/25/87]
[Filed emergency 6/24/88—published 7/13/88, effective 7/1/88]
[Filed 7/8/88, Notice 3/9/88—published 7/27/88, effective 9/1/88]
[Filed 7/8/88, Notice 5/18/88—published 7/27/88, effective 11/1/88]°
[Filed 12/9/88, Notice 9/21/88—published 12/28/88, effective 2/1/89]
[Filed 8/16/90, Notice 5/16/90—published 9/5/90, effective 10/10/90]
[Filed 11/6/92, Notice 8/5/92—published 11/25/92, effective 2/1/93]
[Filed 4/23/93, Notice 3/3/93—published 5/12/93, effective 6/16/93]
[Filed 12/26/96, Notice 11/6/96—published 1/15/97, effective 2/19/97]
[Filed 3/5/99, Notice 11/4/98—published 3/24/99, effective 4/28/99]
[Filed 11/24/99, Notice 6/16/99—published 12/15/99, effective 7/1/00]


https://www.legis.iowa.gov/docs/ico/chapter/507B.pdf
https://www.legis.iowa.gov/docs/ico/chapter/522B.pdf
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[Filed 1/4/02, Notice 10/17/01—published 1/23/02, effective 2/27/02]
[Filed 7/3/03, Notice 4/2/03—published 7/23/03, effective 8/27/033]
[Filed emergency 4/7/04—published 4/28/04, effective 4/7/04]
[Filed 12/15/04, Notice 10/27/04—published 1/5/05, effective 2/9/05]
[Filed 7/28/06, Notice 6/21/06—published 8/16/06, effective 9/20/06]
[Filed 11/2/06, Notice 9/27/06—published 11/22/06, effective 12/27/06]
[Filed 3/9/07, Notice 12/20/06—published 3/28/07, effective 5/2/07]
[Filed 10/30/08, Notice 9/24/08—published 11/19/08, effective 1/1/09]
[Filed Emergency ARC 7796B, IAB 5/20/09, effective 5/22/09]
[Filed ARC 7965B (Notice ARC 7797B, IAB 5/20/09), IAB 7/15/09, effective 8/19/09]
[Filed ARC 7964B (Notice ARC 7795B, IAB 5/20/09), IAB 7/15/09, effective 8/19/09]
[Filed ARC 8934B (Notice ARC 8768B, IAB 5/19/10), IAB 7/14/10, effective 1/1/11]
[Filed ARC 9498B (Notice ARC 9398B, IAB 2/23/11), IAB 5/4/11, effective 6/8/11]
[Filed ARC 0035C (Notice ARC 9941B, IAB 12/28/11), IAB 3/7/12, effective 4/11/12]

Two or more ARCs

! The Administrative Rules Review Committee at their February 13, 1979, meeting delayed the effective date of rules 15.90 to
15.93 seventy days.

2 Effective date (12/31/81) of rules 15.9 and 15.31 delayed 70 days by the Administrative Rules Review Committee.

3 At its meeting held August 13, 2003, the Administrative Rules Review Committee voted to delay the effective date of 15.43(10)

until adjournment of the 2004 Session of the General Assembly.
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CHAPTER 16
REPLACEMENT OF LIFE INSURANCE AND ANNUITIES

[Prior to 10/22/86, Insurance Department[510]]

DIVISION I

Rescinded IAB 8/7/02, effective 9/11/02
191—16.1 to 16.20 Reserved.

DIVISION II

(Effective July 1, 2000)

191—16.21(507B) Purpose.

16.21(1) The purpose of these rules is:

a. To regulate the activities of insurers and producers with respect to the replacement of existing
life insurance and annuities.

b.  To protect the interests of life insurance and annuity purchasers by establishing minimum
standards of conduct to be observed in replacement or financed purchase transactions by:

(1) Ensuring that purchasers receive information with which a decision can be made in the
purchaser’s own best interest;

(2) Reducing the opportunity for misrepresentation and incomplete disclosure; and

(3) Establishing penalties for failure to comply with requirements of these rules.

16.21(2) These rules are authorized by lowa Code section 507B.12 and are intended to implement
Iowa Code section 507B.4.

191—16.22(507B) Definitions.

“Commissioner” means the lowa insurance commissioner.

“Contract” means an individual annuity contract.

“Direct-response solicitation” means a solicitation through a sponsoring or endorsing entity or
individually solely through mails, telephone, the Internet or other mass communication media.

“Existing insurer” means the insurance company whose policy or contract is or will be changed or
affected in a manner described within the definition of “replacement.”

“Existing policy or contract” means an individual life insurance policy (policy) or annuity contract
(contract) in force, including a policy under a binding or conditional receipt or a policy or contract that
is within an unconditional refund period.

“Financed purchase” means the purchase of a new policy involving the actual or intended use of
funds obtained by the withdrawal or surrender of, or by borrowing from, values of an existing policy to
pay all or part of any premium due on a new policy. For purposes of a regulatory review of an individual
transaction only, if a withdrawal, surrender, or borrowing involving the policy values of an existing
policy is used to pay premiums on a new policy owned by the same policyholder and issued by the
same company, within 4 months before or 13 months after the effective date of the new policy, it will be
deemed prima facie evidence of the policyholder’s intent to purchase the new policy with existing policy
values. This prima facie standard is not intended to increase or decrease the monitoring obligations
contained in paragraph 16.25(1) “e.”

“Illustration” means a presentation or depiction that includes nonguaranteed elements of a policy
of life insurance over a period of years as defined in lowa Administrative Code 191—Chapter 14.

“Policy” means an individual life insurance policy.

“Policy summary,” for the purposes of these rules, means:

1. For policies or contracts other than universal life policies, a written statement regarding a
policy or contract which shall contain to the extent applicable, but need not be limited to, the following
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information: current death benefit; annual contract premium; current cash surrender value; current
dividend; application of current dividend; and amount of outstanding loan.

2. For universal life policies, a written statement that shall contain at least the following
information: the beginning and end date of the current report period; the policy value at the end of the
previous report period and at the end of the current report period; the total amounts that have been
credited or debited to the policy value during the current report period, identifying each by type (e.g.,
interest, mortality, expense and riders); the current death benefit at the end of the current report period
on each life covered by the policy; the net cash surrender value of the policy as of the end of the current
report period; and the amount of outstanding loans, if any, as of the end of the current report period.

“Producer” means a person licensed under lowa Code chapter 522.

“Registered contract” means a variable annuity contract or variable life insurance policy subject to
the prospectus delivery requirements of the Securities Act of 1933.

“Replacement” means a transaction in which a new policy or contract is to be purchased, and it is
known or should be known to the proposing producer, or to the proposing insurer if there is no producer,
that by reason of the transaction, an existing policy or contract has been or is to be:

1. Lapsed, forfeited, surrendered or partially surrendered, assigned to the replacing insurer or
otherwise terminated,;

2. Converted to reduced paid-up insurance, continued as extended term insurance, or otherwise
reduced in value by the use of nonforfeiture benefits or other policy values;

3. Amended so as to effect either a reduction in benefits or in the term for which coverage would
otherwise remain in force or for which benefits would be paid,;

4. Reissued with any reduction in cash value; or

5. Used in a financed purchase.

“Replacing insurer” means the insurance company that issues or proposes to issue a new policy or
contract that replaces an existing policy or contract or is a financed purchase.

“Sales material ” means a sales illustration and any other written, printed or electronically presented
information created, completed or provided by the company or producer that is used in the presentation
to the policy or contract owner related to the policy or contract which is purchased.

191—16.23(507B) Exemptions.

16.23(1) Unless otherwise specifically included, these rules shall not apply to transactions involving:

a.  Credit life insurance.

b.  Group life insurance or group annuities where there is no direct solicitation of individuals by
an insurance producer. Direct solicitation shall not include any group meeting held by an insurance
producer solely for the purpose of educating or enrolling individuals or, when initiated by an individual
member of the group, assisting with the selection of investment options offered by a single insurer in
connection with enrolling that individual. Group life insurance or group annuity certificates marketed
through direct-response solicitation shall be subject to the provisions of rule 16.28(507B).

c¢.  Group life insurance and annuities used to fund formal prepaid funeral contracts.

d. An application to the existing insurer that issued the existing policy or contract when a
contractual change or a conversion privilege is being exercised; or when the existing policy or contract is
being replaced by the same insurer pursuant to a program filed with and approved by the commissioner.

e.  Proposed life insurance that is to replace life insurance under a binding or conditional receipt
issued by the same company.

1 Except as noted below, policies or contracts used to fund:

(1) An employee pension or welfare benefit plan that is covered by the Employee Retirement and
Income Security Act (ERISA);

(2) A plan described by Section 401(a), 401(k) or 403(b) of the Internal Revenue Code, where the
plan, for purposes of ERISA, is established or maintained by an employer;

(3) A governmental or church plan defined in Section 414 of the Internal Revenue Code, a
governmental or church welfare benefit plan, or a deferred compensation plan of a state or local
government or tax-exempt organization under Section 457 of the Internal Revenue Code; or
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(4) A nonqualified deferred compensation arrangement established or maintained by an employer
or plan sponsor.

These rules shall apply to policies or contracts used to fund any plan or arrangement that is funded
solely by contributions an employee elects to make, whether on a pretax or after-tax basis, and where the
insurance company has been notified that plan participants may choose from among two or more annuity
providers or policy providers and there is a direct solicitation of an individual employee by an insurance
producer for the purchase of a contract or policy. As used in this subrule, direct solicitation shall not
include any group meeting held by an insurance producer solely for the purpose of educating individuals
about the plan or arrangement or enrolling individuals in the plan or arrangement or, when initiated by
an individual employee, assisting with the selection of investment options offered by a single insurer in
connection with enrolling that individual employee.

g New coverage provided under a life insurance policy or contract where the cost is borne wholly
by the insured’s employer or by an association of which the insured is a member.

h.  Existing life insurance that is a non-convertible term life insurance policy that will expire in
five years or less and cannot be renewed.

i.  Immediate annuities that are purchased with proceeds from an existing contract. Immediate
annuities purchased with proceeds from an existing policy are not exempted from the requirements of
this chapter.

j. Structured settlement annuities.

16.23(2) Registered contracts shall be exempt from the requirements of paragraph 16.26(1) “b” and
subrule 16.27(2) with respect to the provision of illustrations or policy summaries; however, premium or
contract contribution amounts and identification of the appropriate prospectus or offering circular shall
be required instead.

191—16.24(507B) Duties of producers.

16.24(1) A producer who initiates an application for a policy or a contract shall submit to the insurer,
with or as part of the application, a statement signed by both the applicant and the producer as to whether
the applicant has existing policies or contracts. If the applicant does not have an existing policy or
contract, the producer’s duties with respect to replacement are complete.

16.24(2) If the applicant does have an existing policy or contract, the producer shall present and read
to the applicant, not later than at the time of taking the application, a notice regarding replacements in
the form as described in Appendix A or other substantially similar form approved by the commissioner.
No approval shall be required when amendments to the notice are limited to the omission of references
not applicable to the product being sold or replaced.

a. The notice shall be signed by both the applicant and the producer attesting that the notice has
been read aloud by the producer or that the applicant did not wish the notice to be read aloud (in which
case the producer need not have read the notice aloud) and that a copy of the notice was left with the
applicant.

b.  The notice shall list all life insurance policies or annuities proposed to be replaced, properly
identified by name of insurer, the insured or annuitant, and policy or contract number if available; and
shall include a statement as to whether each policy or contract will be replaced or whether a policy will
be used as a source of financing for the new policy. If a policy or contract number has not been issued by
the existing insurer, alternative identification, such as an application or receipt number, shall be listed.

16.24(3) In connection with a replacement transaction, the producer shall leave with the applicant
at the time an application for a new policy or contract is completed the original or a copy of all sales
material. A copy of any electronically presented sales material shall be provided to the policyholder in
printed form no later than at the time of policy or contract delivery.

16.24(4) Except as provided in subrule 16.26(3), in connection with a replacement transaction, the
producer shall submit to the insurer to which an application for a policy or contract is presented a copy of
each document required by this subrule, a statement identifying any preprinted or electronically presented
insurer-approved sales materials used, and copies of any individualized sales materials, including any
illustrations related to the specific policy or contract purchased.
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191—16.25(507B) Duties of all insurers that use producers on or after January 1, 2001.

16.25(1) Each insurer that uses producers shall maintain a system of supervision and control to
ensure compliance with the requirements of these rules that shall include at least the following:

a. Informing its producers of the requirements of these rules and incorporating the requirements
of these rules into all relevant producer training manuals prepared by the insurer;

b.  Providing to each producer a written statement of the insurer’s position with respect to the
acceptability of replacements including providing guidance to its producer as to the appropriateness of
these transactions;

c.  Reviewing the appropriateness of each replacement transaction that the producer does not
indicate is in accord with paragraph 16.25(1) “b” above;

d.  Confirming that the requirements of these rules have been met; and

e. Detecting transactions that are replacements of existing policies or contracts by the existing
insurer but that have not been reported as such by the applicant or producer. Compliance with this subrule
may include, but shall not be limited to, systematic customer surveys, interviews, confirmation letters or
programs of internal monitoring.

16.25(2) Each insurer that uses producers shall have the capacity to monitor each producer’s life
insurance policy and annuity contract replacements for that insurer and shall, upon request, make such
records available to the insurance division. The capacity to monitor shall include the ability to produce
records for each producer’s:

a. Life replacements, including financed purchases, as a percentage of the producer’s total annual
sales for life insurance;

b.  Number of lapses of policies by the producer as a percentage of the producer’s total annual
sales for life insurance;

c.  Annuity contract replacements as a percentage of the producer’s total annual annuity contract
sales;

d.  Number of transactions that are unreported replacements of existing policies or contracts by
the existing insurer detected by the insurer’s monitoring system as required by paragraph “e” of subrule
16.25(1); and

e. Replacements, indexed by replacing producer and existing insurer.

16.25(3) Each insurer that uses producers shall require with or as a part of each application for life
insurance or for an annuity a statement signed by both the applicant and the producer as to whether the
applicant has existing policies or contracts.

16.25(4) Each insurer that uses producers shall require with each application for life insurance or
for an annuity that indicates an existing policy or contract a completed notice regarding replacements as
contained in Appendix A.

16.25(5) When the applicant has existing policies or contracts, each replacing insurer that uses
producers shall be able to produce completed and signed copies of the notice regarding replacements
for at least five years after the termination or expiration of the proposed policy or contract.

16.25(6) In connection with a replacement transaction, each replacing insurer that uses producers
shall be able to produce copies of any sales material required by subrule 16.24(4), the basic illustration
and any supplemental illustrations related to the specific policy or contract which is purchased and the
producer’s and applicant’s signed statements with respect to financing and replacement for at least five
years after the termination or expiration of the proposed policy or contract.

16.25(7) Each insurer that uses producers shall ascertain that the sales material and illustrations
required by subrule 16.24(4) meet the requirements of these rules and are complete and accurate for the
proposed policy or contract.

16.25(8) If an application does not meet the requirements of these rules, each insurer that uses
producers shall notify the producer and applicant and fulfill the outstanding requirements.

16.25(9) Records required to be retained by this rule may be maintained in paper, photographic,
microprocessed, magnetic, mechanical or electronic media or by any process which accurately
reproduces the actual document.
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191—16.26(507B) Duties of replacing insurers that use producers.

16.26(1) Where areplacement is involved in the transaction, the replacing insurer that uses producers
shall:

a.  Verify that the required forms are received and are in compliance with these rules;

b.  Notify any other existing insurer that may be affected by the proposed replacement within five
business days of receipt of a completed application indicating replacement or when the replacement
is identified if not indicated on the application, and mail a copy of the available illustration or policy
summary for the proposed policy or available disclosure document for the proposed contract within five
business days of a request from an existing insurer;

c. Be able to produce copies of the notification regarding replacement required in subrule
16.24(2), indexed by producer, for at least five years or until the next regular examination by the
insurance department of an insurer’s state of domicile, whichever is later; and

d.  Provide to the policy or contract owner notice of the right to return the policy or contract within
30 days of the delivery of the contract and receive an unconditional full refund of all premiums or
considerations paid on it including any policy fees or charges or, in the case of a variable or market
value adjustment policy or contract, a payment of the cash surrender value provided under the policy or
contract plus the fees and other charges deducted from the gross premiums or considerations or imposed
under such policy or contract. The notice may be included in Appendix A or C.

16.26(2) Where a replacement is involved in the transaction and where the replacing insurer and
the existing insurer are the same or subsidiaries or affiliates under common ownership or control, the
replacing insurer shall allow credit for the period of time that has elapsed under the replaced policy’s
or contract’s incontestability and suicide period up to the face amount of the existing policy or contract.
With regard to financed purchases, the credit may be limited to the amount that the face amount of the
existing policy is reduced by the use of existing policy values to fund the new policy or contract.

16.26(3) Where a replacement is involved in the transaction and where an insurer prohibits the
use of sales material other than that approved by the insurer, the insurer may, as an alternative to the
requirements of subrule 16.24(4) do all of the following:

a. Require of and obtain from the producer a signed statement with each application that:

(1) Represents that the producer used only insurer-approved sales material; and

(2) Represents that copies of all sales material were left with the applicant in accordance with
subrule 16.24(3).

b.  Provide to the applicant a letter or by verbal communication by a person whose duties are
separate from the marketing area of the insurer, within ten days of the issuance of the policy or contract,
which shall include:

(1) Information that the producer has represented that copies of all sales material have been left
with the applicant in accordance with subrule 16.24(3);

(2) The toll-free number by which the applicant can contact company personnel involved in the
compliance function if copies of all sales material were not left with the applicant; and

(3) Information regarding the importance of retaining copies of the sales material for future
reference.

c.  Be able to produce a copy of the letter or other verification obtained pursuant to this subrule in
the policy file for at least five years after the termination or expiration of the policy or contract.

191—16.27(507B) Duties of the existing insurer. Where a replacement is involved in the transaction,
the existing insurer shall:

16.27(1) Retain and be able to produce all replacement notifications received, indexed by replacing
insurer, for at least five years or until the conclusion of the next regular examination conducted by the
insurance department of its state of domicile, whichever is later.

16.27(2) Send a letter to the policy or contract owner notifying the owner of the right to receive
information regarding the existing policy or contract values including, if available, an in-force illustration
or policy summary if an in-force illustration cannot be produced within five business days of receipt of
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a notice that an existing policy or contract is being replaced. The information shall be provided within
five business days of receipt of the request from the policy or contract owner.

16.27(3) Upon receipt of a request to borrow, surrender or withdraw any policy values, send to the
applicant a notice, advising the policyowner that the release of policy values may affect the guaranteed
elements, nonguaranteed elements, face amount or surrender value of the policy from which the values
are released. The notice shall be sent separate from the check if the check is sent to anyone other than the
policyowner. In the case of consecutive automatic premium loans, the insurer is only required to send
the notice at the time of the first loan.

191—16.28(507B) Duties of insurers with respect to direct-response solicitations.

16.28(1) In the case of an application that is initiated as a result of a direct-response solicitation, the
insurer shall require, with or as part of each completed application for a policy or contract, a statement
asking whether the applicant, by applying for the proposed policy or contract, intends to replace,
discontinue or change an existing policy or contract. If the applicant indicates a replacement or change
is not intended or if the applicant fails to respond to the statement, the insurer shall send the applicant,
with the policy or contract, the notice regarding replacement in Appendix B, or other substantially
similar form approved by the commissioner.

16.28(2) If the insurer has proposed the replacement or if the applicant indicates a replacement is
intended and the insurer continues with the replacement, the insurer shall:

a.  Provide to applicants or prospective applicants with the policy or contract a notice, as described
in Appendix C, or other substantially similar form approved by the commissioner. In these instances the
insurer may delete the references to the producer, including the producer’s signature, and references not
applicable to the product being sold or replaced, without having to obtain approval of the form from
the commissioner. The insurer’s obligation to obtain the applicant’s signature shall be satisfied if it can
demonstrate that it has made a diligent effort to secure a signed copy of the notice referred to in this
paragraph. The requirement to make a diligent effort shall be deemed satisfied if the insurer includes
in the mailing a self-addressed, postage prepaid envelope with instructions for the return of the signed
notice referred to in this subrule; and

b.  Comply with the requirements of paragraph 16.26(1) “b, ” if the applicant furnishes the names
of the existing insurers, and the requirements of paragraphs 16.26(1) “c” and “d” and subrule 16.26(2).

191—16.29(507B) Violations and penalties.

16.29(1) Any failure to comply with these rules shall be considered a violation of Iowa
Administrative Code rules 191—15.7(507B) and 191—15.8(507B). Examples of violations include but
are not limited to:

a. Any deceptive or misleading information set forth in sales material;

b.  Failing to ask the applicant in completing the application the pertinent questions regarding the
possibility of financing or replacement;

c.  The intentional incorrect recording of an answer;

d.  Advising an applicant to respond negatively to any question regarding replacement in order to
prevent notice to the existing insurer; or

e.  Advising a policy or contract owner to write directly to the insurer in such a way as to attempt
to obscure the identity of the replacing producer or insurer.

16.29(2) Policy and contract owners have the right to replace existing life insurance policies or
annuity contracts after indicating in or as a part of applications for new coverage that replacement is
not their intention; however, patterns of such action by policy or contract owners of the same producer
shall be deemed prima facie evidence of the producer’s knowledge that replacement was intended in
connection with the identified transactions, and these patterns of action shall be deemed prima facie
evidence of the producer’s intent to violate these rules.

16.29(3) Where it is determined that the requirements of these rules have not been met, the replacing
insurer shall provide to the policy owner an in-force illustration if available or policy summary for the
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replacement policy or available disclosure document for the replacement contract and the appropriate
notice regarding replacements in Appendix A or C.

16.29(4) Violations of these rules shall subject the violators to penalties that may include the
revocation or suspension of a producer’s or insurer’s license, monetary fines, the forfeiture of any
commissions or compensation paid to a producer as a result of the transaction in connection with
which the violations occurred, or any other penalties authorized by lowa Code chapter 507B or lowa
Administrative Code 191—Chapter 15.

191—16.30(507B) Severability. If any rule or portion of a rule of this division, or its applicability to
any person or circumstances, is held invalid by a court, the remainder of this division, or the applicability
of its provisions to other persons, shall not be affected.

These rules are intended to implement lowa Code chapter 507B.


https://www.legis.iowa.gov/docs/ico/chapter/507B.pdf
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APPENDIX A
IMPORTANT NOTICE:
REPLACEMENT OF LIFE INSURANCE OR ANNUITIES
This document must be signed by the applicant and the producer, if there is one,
and a copy left with the applicant.

You are contemplating the purchase of a life insurance policy or annuity contract. In some cases this
purchase may involve discontinuing or changing an existing policy or contract. If so, a replacement is
occurring. Financed purchases are also considered replacements.

A replacement occurs when a new policy or contract is purchased and, in connection with the sale,
you discontinue making premium payments on the existing policy or contract, or an existing policy or
contract is surrendered, forfeited, assigned to the replacing insurer, or otherwise terminated or used in a
financed purchase.

A financed purchase occurs when the purchase of a new life insurance policy involves the use of funds
obtained by the withdrawal or surrender of or by borrowing some or all of the policy values, including
accumulated dividends, of an existing policy, to pay all or part of any premium or payment due on the
new policy. A financed purchase is a replacement.

You should carefully consider whether a replacement is in your best interest. You will pay acquisition
costs and there may be surrender costs deducted from your policy or contract. You may be able to make
changes to your existing policy or contract to meet your insurance needs at less cost. A financed purchase
will reduce the value of your existing policy and may reduce the amount paid upon the death of the
insured.

We want you to understand the effects of replacements before you make your purchase decision and ask
that you answer the following questions and consider the questions on the back of this form.

1. Are you considering discontinuing making premium payments, surrendering, forfeiting,
assigning to the insurer, or otherwise terminating your existing policy or contract? _ YES ~ NO

2. Are you considering using funds from your existing policies or contracts to pay premiums due
on the new policy or contract? _ YES  NO

If you answered “yes” to either of the above questions, list each existing policy or contract you
are contemplating replacing (include the name of the insurer, the insured, and the contract number if
available) and whether each policy will be replaced or used as a source of financing:

INSURER CONTRACT OR REPLACED (R) OR
NAME POLICY # INSURED FINANCING (F)

1.

2.

3.

Make sure you know the facts. Contact your existing company or its agent for information about
the old policy or contract. [If you request one, an in-force illustration, policy summary or available
disclosure document must be sent to you by the existing insurer.] Ask for and retain all sales material
used by the agent in the sales presentation. Be sure that you are making an informed decision.

The existing policy or contract is being replaced because

I certify that the responses herein are, to the best of my knowledge, accurate:
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Applicant’s Signature and Printed Name Date
Producer’s Signature and Printed Name Date
I do not want this notice read aloud to me. (Applicants must initial only if they do not want

the notice read aloud.)

A replacement may not be in your best interest, or your decision could be a good one. You should make
a careful comparison of the costs and benefits of your existing policy or contract and the proposed policy
or contract. One way to do this is to ask the company or agent that sold you your existing policy or
contract to provide you with information concerning your existing policy or contract. This may include
an illustration of how your existing policy or contract is working now and how it would perform in
the future based on certain assumptions. Illustrations should not, however, be used as a sole basis to
compare policies or contracts. You should discuss the following with your agent to determine whether
replacement or financing your purchase makes sense:

PREMIUMS: Are they affordable?
Could they change?
You’re older—are premiums higher for the proposed new policy?
How long will you have to pay premiums on the new policy? On the
old policy?
POLICY VALUES: New policies usually take longer to build cash values and to pay dividends.
Acquisition costs for the old policy may have been paid; you will incur
costs for the new one.
What surrender charges do the policies have?
What expense and sales charges will you pay on the new policy?
Does the new policy provide more insurance coverage?
INSURABILITY: If your health has changed since you bought your old policy, the new one
could cost you more, or you could be turned down.
You may need a medical exam for a new policy.
[Claims on most new policies for up to the first two years can be denied
based on inaccurate statements. Suicide limitations may begin anew
on the new coverage.]

IF YOU ARE KEEPING THE OLD POLICY AS WELL AS THE NEW POLICY:
How are premiums for both policies being paid?
How will the premiums on your existing policy be affected?
Will a loan be deducted from death benefits?
What values from the old policy are being used to pay premiums?
IF YOU ARE SURRENDERING AN ANNUITY OR INTEREST SENSITIVE LIFE PRODUCT:
Will you pay surrender charges on your old contract?
What are the interest rate guarantees for the new contract?
Have you compared the contract charges or other policy expenses?
OTHER ISSUES TO CONSIDER FOR ALL TRANSACTIONS:
What are the tax consequences of buying the new policy?
Is this a tax-free exchange? (See your tax advisor.)
Is there a benefit from favorable “grandfathered” treatment of the old policy under the federal tax
code?
Will the existing insurer be willing to modify the old policy?
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How does the quality and financial stability of the new company compare with your existing
company?
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APPENDIX Al1—Rescinded IAB 6/14/00, effective 5/17/00.
APPENDIX B
NOTICE REGARDING REPLACEMENT
REPLACING YOUR LIFE INSURANCE POLICY OR ANNUITY?

Are you thinking about buying a new life insurance policy or annuity and discontinuing or changing an
existing one? If you are, your decision could be a good one—or a mistake. You will not know for sure
unless you make a careful comparison of your existing benefits and the proposed policy or contract’s
benefits.

Make sure you understand the facts. You should ask the company or agent that sold you your existing
policy or contract to give you information about it.

Hear both sides before you decide. This way you can be sure you are making a decision that is in your
best interest.
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APPENDIX C
IMPORTANT NOTICE:
REPLACEMENT OF LIFE INSURANCE OR ANNUITIES

You are contemplating the purchase of a life insurance policy or annuity contract. In some cases this
purchase may involve discontinuing or changing an existing policy or contract. If so, a replacement is
occurring. Financed purchases are also considered replacements.

A replacement occurs when a new policy or contract is purchased and, in connection with the sale,
you discontinue making premium payments on the existing policy or contract, or an existing policy or
contract is surrendered, forfeited, assigned to the replacing insurer, or otherwise terminated or used in a
financed purchase.

A financed purchase occurs when the purchase of a new life insurance policy involves the use of funds
obtained by the withdrawal or surrender of or by borrowing some or all of the policy values, including
accumulated dividends, of an existing policy, to pay all or part of any premium or payment due on the
new policy. A financed purchase is a replacement.

You should carefully consider whether a replacement is in your best interest. You will pay acquisition
costs and there may be surrender costs deducted from your policy or contract. You may be able to make
changes to your existing policy or contract to meet your insurance needs at less cost. A financed purchase
will reduce the value of your existing policy and may reduce the amount paid upon the death of the
insured.

We want you to understand the effects of replacements and ask that you answer the following questions
and consider the questions on the back of this form.

1. Are you considering discontinuing making premium payments, surrendering, forfeiting,
assigning to the insurer, or otherwise terminating your existing policy or contract?  YES  NO

2. Are you considering using funds from your existing policies or contracts to pay premiums due
on the new policy or contract? _ YES  NO

Please list each existing policy or contract you are contemplating replacing (include the name of the
insurer, the insured, and the contract number if available) and whether each policy will be replaced or
used as a source of financing:

INSURER CONTRACT OR REPLACED (R) OR
NAME POLICY # INSURED FINANCING (F)

1.

2.

3.

Make sure you know the facts. Contact your existing company or its agent for information about
the old policy or contract. [If you request one, an in-force illustration, policy summary or available
disclosure document must be sent to you by the existing insurer.] Ask for and retain all sales material
used by the agent in the sales presentation. Be sure that you are making an informed decision.

I certify that the responses herein are, to the best of my knowledge, accurate:

Applicant’s Signature and Printed Name Date
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A replacement may not be in your best interest, or your decision could be a good one. You should make
a careful comparison of the costs and benefits of your existing policy or contract and the proposed policy
or contract. One way to do this is to ask the company or agent that sold you your existing policy or
contract to provide you with information concerning your existing policy or contract. This may include
an illustration of how your existing policy or contract is working now and how it would perform in
the future based on certain assumptions. Illustrations should not, however, be used as a sole basis to
compare policies or contracts. You should discuss the following with your agent to determine whether
replacement or financing your purchase makes sense:

PREMIUMS: Are they affordable?
Could they change?
You’re older—are premiums higher for the proposed new policy?
How long will you have to pay premiums on the new policy? On the
old policy?
POLICY VALUES: New policies usually take longer to build cash values and to pay dividends.
Acquisition costs for the old policy may have been paid; you will incur
costs for the new one.
What surrender charges do the policies have?
What expense and sales charges will you pay on the new policy?
Does the new policy provide more insurance coverage?
INSURABILITY: If your health has changed since you bought your old policy, the new one
could cost you more, or you could be turned down.
You may need a medical exam for a new policy.
[Claims on most new policies for up to the first two years can be denied
based on inaccurate statements. Suicide limitations may begin anew
on the new coverage.]

IF YOU ARE KEEPING THE OLD POLICY AS WELL AS THE NEW POLICY:
How are premiums for both policies being paid?
How will the premiums on your existing policy be affected?
Will a loan be deducted from death benefits?
What values from the old policy are being used to pay premiums?
IF YOU ARE SURRENDERING AN ANNUITY OR INTEREST SENSITIVE LIFE PRODUCT:
Will you pay surrender charges on your old contract?
What are the interest rate guarantees for the new contract?
Have you compared the contract charges or other policy expenses?
OTHER ISSUES TO CONSIDER FOR ALL TRANSACTIONS:
What are the tax consequences of buying the new policy?
Is this a tax-free exchange? (See your tax advisor.)
Is there a benefit from favorable “grandfathered” treatment of the old policy under the federal tax
code?
Will the existing insurer be willing to modify the old policy?
How does the quality and financial stability of the new company compare with your existing
company?

[Filed 11/18/83, Notice 9/14/83—published 12/7/83, effective 4/1/84]

[Filed emergency 2/22/84—published 3/14/84, effective 4/1/84]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 10/2/87, Notice 8/26/87—published 10/21/87, effective 11/25/87]
[Filed 11/12/99, Notice 10/6/99—published 12/1/99, effective 7/1/00]

[Filed emergency 5/17/00—published 6/14/00, effective 5/17/00]

[Filed 7/19/02, Notice 6/12/02—published 8/7/02, effective 9/11/02]
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CHAPTER 17
LIFE AND HEALTH REINSURANCE AGREEMENTS

191—17.1(508) Authority and purpose. This chapter is adopted and promulgated by the commissioner
of insurance pursuant to lowa Code section 505.8 and chapter 508.

The insurance division recognizes that licensed insurers routinely enter into reinsurance agreements
that yield legitimate relief to the ceding insurer from strain to surplus.

However, it is improper for a licensed insurer, in the capacity of a ceding insurer, to enter into
reinsurance agreements for the principal purpose of producing a significant surplus aid for the ceding
insurer, typically on a temporary basis, while not transferring all of the significant risks inherent in the
business being reinsured. In substance or effect, the expected potential liability to the ceding insurer
remains basically unchanged by the reinsurance transaction, notwithstanding certain risk elements in
the reinsurance agreement, such as catastrophic mortality or extraordinary survival. The terms of such
agreements referred to herein and described in rule 17.3(508) would violate:

1. Iowa Code section 508.11 relating to financial statements which do not properly reflect the
financial condition of the ceding insurer;

2. Iowa Code section 521B.2 relating to reinsurance reserve credits, thus resulting in a ceding
insurer improperly reducing liabilities or establishing assets for reinsurance ceded; and

3. lowa Code section 507C.12 relating to creating a situation that may be hazardous to
policyholders and the people of this state.

191—17.2(508) Scope. This chapter shall apply to all domestic life and accident and health insurers
and to all other licensed life and accident and health insurers which are not subject to a substantially
similar regulation in their domiciliary state. This chapter shall also similarly apply to licensed property
and casualty insurers with respect to their accident and health business. This chapter shall not apply to
assumption reinsurance, yearly renewable term reinsurance or certain nonproportional reinsurance such
as stop loss or catastrophe reinsurance.

191—17.3(508) Accounting requirements.

17.3(1) No insurer subject to this chapter shall, for reinsurance ceded, reduce any liability or establish
any asset in any financial statement filed with the division if, by the terms of the reinsurance agreement,
in substance or effect, any of the following conditions exist:

a. Renewal expense allowances provided or to be provided to the ceding insurer by the reinsurer
in any accounting period are not sufficient to cover anticipated allocable renewal expenses of the ceding
insurer on the portion of the business reinsured, unless a liability is established for the present value of
the shortfall (using assumptions equal to the applicable statutory reserve basis on the business reinsured).
Those expenses include commissions, premium taxes and direct expenses including, but not limited to,
billing, valuation, claims and maintenance expected by the company at the time the business is reinsured.

b.  The ceding insurer can be deprived of surplus or assets at the reinsurer’s option or automatically
upon the occurrence of some event, such as the insolvency of the ceding insurer, except that termination
of the reinsurance agreement by the reinsurer for nonpayment of reinsurance premiums or other amounts
due, such as modified coinsurance reserve adjustments, interest and adjustments on funds withheld, and
tax reimbursements, shall not be considered to be such a deprivation of surplus or assets.

c¢.  The ceding insurer is required to reimburse the reinsurer for negative experience under the
reinsurance agreement, except that neither offsetting experience refunds against current and prior years’
losses under the agreement nor payment by the ceding insurer of any amount equal to the current and
prior years’ losses under the agreement upon voluntary termination of in-force reinsurance by the ceding
insurer shall be considered such a reimbursement to the reinsurer for negative experience. Voluntary
termination does not include situations where termination occurs because of unreasonable provisions
which allow the reinsurer to reduce its risk under the agreement. An example of such a provision is the
right of the reinsurer to increase reinsurance premiums or risk and expense charges to excessive levels
forcing the ceding company to prematurely terminate the reinsurance treaty.
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d. The ceding insurer must, at specific points in time scheduled in the agreement, terminate or
automatically recapture all or part of the reinsurance ceded.

e.  The reinsurance agreement involves the possible payment by the ceding insurer to the reinsurer
of amounts other than from income realized from the reinsured policies. For example, it is improper for
a ceding company to pay reinsurance premiums or other fees or charges to a reinsurer which are greater
than the direct premiums collected by the ceding company.

1~ The treaty does not transfer all of the significant risk inherent in the business being reinsured.
The following table identifies, for a representative sampling of products or type of business, the risks
which are considered to be significant. For products not specifically included, the risks determined to be
significant shall be consistent with this table.

Risk categories:

(1) Morbidity.

(2) Mortality.

(3) Lapse. This is the risk that a policy will voluntarily terminate prior to the recoupment of a
statutory surplus strain experienced at issue of the policy.

(4) Credit quality (C1). This is the risk that invested assets supporting the reinsured business will
decrease in value. The main hazards are that assets will default or that there will be a decrease in earning
power. It excludes market value declines due to changes in interest rate.

(5) Reinvestment (C3). This is the risk that interest rates will fall and funds reinvested (coupon
payments or moneys received upon asset maturity or call) will therefore earn less than expected. If asset
durations are less than liability durations, the mismatch will increase.

(6) Disintermediation (C3). This is the risk that interest rates rise and policy loans and surrenders
increase or maturing contracts do not renew at anticipated rates of renewal. If asset durations are greater
than the liability durations, the mismatch will increase. Policyholders will move their funds into new
products offering higher rates. The company may have to sell assets at a loss to provide for these
withdrawals.

+ — Significant; 0 — Insignificant

RISK CATEGORY

a c d
Health Insurance - other than LTC/LTD* + 0 + 0 0 O
Health Insurance - LTC/LTD* + 0 + + + 0
Immediate Annuities o + o0 + + 0
Single Premium Deferred Annuities o o + + + +
Flexible Premium Deferred Annuities o o + + + +
Guaranteed Interest Contracts o o o + + +
Other Annuity Deposit Business o o + + + +
Single Premium Whole Life o -+ + + + +
Traditional Non-Par Permanent o + + + + +
Traditional Non-Par Term o + + 0 0 O
Traditional Par Permanent o + + + + 4+
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Traditional Par Term

Adjustable Premium Permanent
Indeterminate Premium Permanent
Universal Life Flexible Premium

Universal Life Fixed Premium

S O O O O O
+ + + + + +
+ o+ + + + o+
+ + + + + o
+ + + + + o
+ + + + + o

Universal Life Fixed Premium
(dump-in premiums allowed)

*LTC = Long Term Care Insurance
*LTD = Long Term Disability Insurance

g (1) The credit quality, reinvestment, or disintermediation risk is significant for the business
reinsured and the ceding company does not (other than for the classes of business excepted in
subparagraph (2) of this paragraph “g”) either transfer the underlying assets to the reinsurer or legally
segregate such assets in a trust or escrow account or otherwise establish a mechanism satisfactory to the
commissioner which legally segregates, by contract or contract provision, the underlying assets

(2) Notwithstanding the requirements of subparagraph (1) of this paragraph “g,” the assets
supporting the reserves for the following classes of business and any classes of busmess which do
not have a significant credit quality, reinvestment or disintermediation risk may be held by the ceding
company without segregation of such assets:

1. Health Insurance—LTC/LTD
Traditional Non-Par Permanent
Traditional Par Permanent
Adjustable Premium Permanent
Indeterminate Premium Permanent
Universal Life Fixed Premium (no dump-in premiums allowed)

The associated formula for determining the reserve interest rate adjustment must use a formula which
reflects the ceding company’s investment earnings and incorporates all realized and unrealized gains and
losses reflected in the statutory statement. The following is an acceptable formula:

O

Rate = 2 (I1+CQG)
X+Y-I-CG
Where: I is the net investment income (Exhibit 2, Column 7)
CG is capital gains less capital losses (Exhibit 4, Column 6)
X is the current year cash and invested assets (Page 2, Column 1)
plus investment income due and accrued (Page 2, Column 1) less
borrowed money (Page 3, Column 1)
Y is the same as X but for the prior year

h.  Settlements are made less frequently than quarterly or payments due from the reinsurer are not
made in cash within 90 days of the settlement date.

i.  The ceding insurer is required to make representations or warranties not reasonably related to
the business being reinsured.

j. The ceding insurer is required to make representations or warranties about future performance
of the business being reinsured.

k. The reinsurance agreement is entered into for the principal purpose of producing significant
surplus aid for the ceding insurer, typically on a temporary basis, while not transferring all of the
significant risks inherent in the business reinsured and, in substance or effect, the expected potential
liability to the ceding insurer remains basically unchanged.

17.3(2) Notwithstanding 191—subrule 17.3(1), an insurer subject to this chapter may, with the prior
approval of the commissioner, take such reserve credit or establish such asset as the commissioner may
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deem consistent with the insurance code or rules, including actuarial interpretations or standards adopted
by the insurance division.

17.3(3) a. Agreements entered into after the effective date of this chapter which involve the
reinsurance of business issued prior to the effective date of the agreements, along with any subsequent
amendments thereto, shall be filed by the ceding company with the commissioner within 30 days from
its date of execution. Each filing shall include data detailing the financial impact of the transaction. The
ceding insurer’s actuary who signs the financial statement actuarial opinion with respect to valuation of
reserves shall consider this rule and any applicable actuarial standards of practice when determining
the proper credit in financial statements filed with this division. The actuary should maintain adequate
documentation and be prepared upon request to describe the actuarial work performed for inclusion in
the financial statements and to demonstrate that such work conforms to this rule.

b.  Any increase in surplus net of federal income tax resulting from arrangements described in
paragraph “a” of this subrule shall be identified separately on the insurer’s statutory financial statement
as a surplus item (aggregate write-ins for gains and losses in surplus in the Capital and Surplus Account,
page 4 of the Annual Statement) and recognition of the surplus increase as income shall be reflected on
a net of tax basis in the “Reinsurance ceded” line, page 4 of the Annual Statement, as earnings emerge
from the business reinsured.

*[For example, on the last day of calendar year N, company XYZ pays a $20 million initial
commission and expense allowance to company ABC for reinsuring an existing block of business.
Assuming a 34% tax rate, the net increase in surplus at inception is $13.2 million ($20 million - $6.8
million) which is reported on the “Aggregate write-ins for gains and losses in surplus” line in the Capital
and Surplus Account. $6.8 million (34% of $20 million) is reported as income on the “Commissions
and expense allowances on reinsurance ceded” line of the Summary of Operations.

At the end of year N + 1 the business has earned $4 million. ABC has paid $.5 million in profit and
risk charges in arrears for the year and has received a $1 million experience refund. Company ABC’s
annual statement would report $1.65 million (66% of ($4 million - $1 million - $.5 million) up to a
maximum of $13.2 million) on the “Commissions and expense allowance on reinsurance ceded” line
of the Summary of Operations, and - $1.65 million on the “Aggregate write-ins for gains and losses in
surplus” line of the Capital and Surplus Account. The experience refund would be reported separately
as a miscellaneous income item in the Summary of Operations.]

*NOTE: Brackets supplied by agency.

191—17.4(508) Written agreements.

17.4(1) No reinsurance agreement or amendment to any agreement may be used to reduce any
liability or to establish any asset in any financial statement filed with the division, unless the agreement,
amendment, or a binding letter of intent has been duly executed by both parties no later than the “as of
date” of the financial statement.

17.4(2) In the case of a letter of intent, a reinsurance agreement or an amendment to a reinsurance
agreement must be executed within a reasonable period of time, not exceeding 90 days from the execution
date of the letter of intent, in order for credit to be granted for the reinsurance ceded.

17.4(3) The reinsurance agreement shall contain provisions which provide that:

a. The agreement shall constitute the entire agreement between the parties with respect to the
business being reinsured thereunder and that there are no understandings between the parties other than
as expressed in the agreement; and

b.  Any change or modification to the agreement shall be null and void unless made by amendment
to the agreement and signed by both parties.

191—17.5(508) Existing agreements. Insurers subject to this chapter shall, by December 31, 1994,
reduce to zero any reserve credits or assets established with respect to reinsurance agreements entered
into prior to the effective date of this chapter which, under the provisions of this chapter, would not be
entitled to recognition of the reserve credits or assets; provided, however, that the reinsurance agreements
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shall have been in compliance with laws or rules in existence immediately preceding the effective date
of this chapter.
These rules are intended to implement lowa Code chapter 508.
[Filed 7/21/89, Notice 6/14/89—published 8/9/89, effective 9/13/89]
[Filed 8/13/93, Notice 7/7/93—published 9/1/93, effective 10/6/93]


https://www.legis.iowa.gov/docs/ico/chapter/508.pdf
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CHAPTER 18
CEMETERIES
Rescinded ARC 1186C, IAB 11/13/13, effective 12/18/13. See 191—Chapter 140.

CHAPTER 19

PREARRANGED FUNERAL CONTRACTS
[Prior to 10/22/86, Insurance Department[510]]

Rescinded TAB 10/24/07, effective 9/28/07
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PROPERTY AND CASUALTY INSURANCE

CHAPTER 20

PROPERTY AND CASUALTY INSURANCE
[Prior to 10/22/86, Insurance Department[510]]

DIVISION I
FORM AND RATE REQUIREMENTS

191—20.1(505,509,514A,515,515A,515F) General filing requirements.

20.1(1) Insurance companies required to file rates or forms with the division shall submit required
rate and form filings and any fees required for the filings electronically using the National Association of
Insurance Commissioners’ System for Electronic Rate and Form Filing (SERFF). Insurance companies
must comply with the division’s requirements, including both the Iowa general instructions and the
specific submission requirements for the type of insurance for which the companies are submitting forms
or rates, as set out on the SERFF Web site at www.serff.org.

20.1(2) No rate filing shall include any adjustment designed to recover underwriting or operating
losses incurred out of state. Upon request by the commissioner, insurers doing business in lowa shall
segregate in their rate filings data from any state identified by the commissioner, and the filings shall
include a certification that no portion of any rate increase is designed to recover underwriting or operating
losses incurred in another state.

191—20.2(505) Objection to filing.

20.2(1) Any insured or established organization with one or more insureds among its members that
has an objection to a form filing may submit to the insurance commissioner a written request for a hearing
on the filing. A request for a hearing must be filed within 20 days after the filing has been received by
the commissioner.

20.2(2) Within 20 days after receipt of the request for a hearing, the commissioner will hold a hearing
to consider the objection to the filing. The commissioner will provide not less than 10 days’ written
notice of the time and place of the hearing to the person or association filing the demand, to the filing
insurer or organization, and to any other person requesting notice. The commissioner may suspend or
postpone the effective date of the filing pending the hearing. Upon consideration of the information
received at the hearing, the commissioner may determine whether or not to approve the filing.

191—20.3(515,515A,515C,518,518A,520) Letter of transmittal. Rescinded IAB 10/25/06, effective
11/29/06.

191—20.4(505,509,514A,515,515A,515F) Policy form filing.

20.4(1) Each policy form, endorsement, application and agreement modifying the provisions of
policies must bear an identification form number. This form number must be in the lower left-hand
corner unless uniform or authentic forms are used.

20.4(2) Rescinded IAB 2/19/14, effective 3/26/14.

20.4(3) A form filing which has not been previously approved, disapproved or questioned shall be

deemed approved on or after 30 days from its receipt.
[ARC 1334C, 1AB 2/19/14, effective 3/26/14]

191—20.5(515A) Rate or manual rule filing.

20.5(1) Every insurer shall determine and file its final rates with the commissioner pursuant
to provisions of Iowa Code chapter 515F, except for insurers of workers’ compensation who are
specifically excluded by Iowa Code section 515F.5 and residual market mechanisms.

a. Advisory organizations may file on behalf of their member and subscriber companies
prospective loss costs, supplementary rate information and supporting information as defined in lowa
Code section 515F.2. Advisory organization filings shall be filed and made effective in accordance with
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the provisions of lowa Code sections 515F.4 to 515F.6 or 515F.23 to 515F.25 that apply to the filing and
approval of rates and supplementary rating information.

b.  An insurer may satisfy its obligation to make rate filings by becoming a participating insurer
of a licensed advisory organization that makes reference filings of advisory prospective loss costs and
by authorizing the commissioner to accept such filings on its behalf. The insurer’s rates shall be the
prospective loss costs filed by the advisory organization which have been put into effect in accordance
with 20.5(1)“a, ” combined with the loss cost adjustments which are filed in accordance with this
paragraph.

c.  An insurer may satisfy its obligation to make filings of supplementary rating information by
becoming a participating insurer of a licensed advisory organization which makes such filings and by
authorizing the commissioner to accept such filings on its behalf, subject to any modifications filed by
the insurer.

d. Ifaninsurer has previously filed forms modifying coverage provided by the applicable advisory
organization forms, such fact should be noted in the rate filing.

20.5(2) Rate filings shall reflect that due consideration has been given to the factors enumerated in
Iowa Code section 515F.4(1), and shall be accompanied by supporting statistical exhibits. In addition,
each filing shall note the date of the last revision of rates affecting this coverage and briefly describe the
nature of that revision.

20.5(3) Insurers making filings in their own behalf and advisory organizations shall identify each
page filed by printing, typing or stamping their own name thereon.

20.5(4) If a company filing rates used the manuals of an advisory organization in its filings, any
portion of the manuals of the organization which will not be followed by the filing must be clearly shown
as deleted or amended by use of an appropriately numbered exception page.

20.5(5) For residual market mechanisms, insurers making filings in their own behalf shall identify
the submission as an independent filing or a deviation from the bureau filing. A deviation filing is a
submission which represents modification of a form or rate or rule previously filed by an authorized
rating organization or advisory organization on behalf of its member and subscriber companies. If an
insurer has previously filed forms modifying coverage provided by the applicable standard or bureau
forms, such fact should be noted in the rate filing.

191—20.6(515A) Exemption from filing requirement.

20.6(1) An insurer requesting, pursuant to lowa Code section 515F.5(4), suspension or modification
of the requirement of filing of a rate shall provide the commissioner with a full explanation for the
proposed exemption from the filing requirement together with any actuarial data available and shall
furnish the commissioner with any additional material the commissioner may desire.

20.6(2) If the commissioner finds that a proposed rate represents a classification for which
credible and homogeneous statistical experience does not exist and cannot be analyzed using standard
actuarial techniques to produce a statistically significant average rate for the individual risks within the
classification, the commissioner may exempt the proposed rate from the filing requirement.

20.6(3) An insurer shall maintain statistical records of the experience and expenses attendant upon
the risks covered by any rate exempted by the commissioner from the filing requirement. The insurer
may supplement statistical information with information filed with the commissioner by an advisory
organization.

This rule is intended to implement lowa Code section 515A.4(6).

191—20.7(515E) Risk retention and purchasing groups. Rescinded IAB 11/22/06, effective 12/27/06.

191—20.8(515A) Rate filings for crop-hail insurance. Rate filings for crop-hail insurance shall be
submitted on or before March 15 of each calendar year. Each company may file one set of rates per policy
plan per calendar year which shall remain in effect throughout the current crop year. In the absence of a
new filing, rates on file from the previous year will remain in effect. Each filing shall be accompanied
by a cover letter, synopsis sheet and supporting data which justifies the filed rate.
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191—20.9(515F) Licensing advisory organization. Rescinded IAB 3/28/07, effective 5/2/07.
191—20.10(515F) Exemptions. Rescinded IAB 3/28/07, effective 5/2/07.

191—20.11(515) Exemption from form and rate filing requirements.

20.11(1) The following lines of insurance shall be exempt from the form filing requirements of lowa
Code section 515.102:

Aircraft hull and aviation liability

Difference-in-conditions

Kidnap-ransom

Manuscript policies and endorsements issued to not more than two insureds in lowa

Political risk

Reinsurance

Terrorism

War risk

Weather insurance

20.11(2) Insurers shall be exempt from filing rates for the lines of insurance exempted in 20.11(1).

20.11(3) An insurer shall within 30 days of request provide the commissioner with any of the

information which is exempted from form and rate filing requirements.
[ARC 1125C, IAB 10/16/13, effective 11/20/13]

191—20.12(515,515F) Use of credit history in underwriting and making of rates for personal
automobile and homeowners policies. Rescinded IAB 11/24/04, effective 12/29/04.

191—20.13 to 20.40 Reserved.
These rules are intended to implement lowa Code chapter 515F and lowa Code section 515.1009.

DIVISION II
IOWA FAIR PLAN ACT

191—20.41(515,515F) Purpose. This division is intended to implement and interpret 2003 Iowa Acts,
chapter 119, for the purpose of establishing procedures and requirements for a mandatory risk-sharing
facility for basic property insurance coverage. This division is also intended to encourage improvement
of and reasonable loss prevention measures for properties located in Iowa and to further orderly
community development.

191—20.42(515,515F) Scope. This division shall apply to all insurers licensed to write property
insurance in lowa.

191—20.43(515,515F) Definitions.

“Basic property insurance” means insurance against direct loss to property as defined in the
standard fire policy and extended coverage, vandalism, and malicious mischief endorsements;
homeowners insurance; and such other coverage or classes of insurance as may be added to the FAIR
Plan by the commissioner. Basic property insurance shall include:

1. Coverage provided in the customary fire policy and in the customary extended coverage and
builders risk endorsements.

2. Coverage against loss or damage by burglary or theft, or both.

3. Coverage at least equivalent to that provided in a modified coverage form homeowners policy.

“Habitational risk” means:

1. Dwellings, permanent or seasonal, designed for occupancy by not more than four families or
containing not more than four apartments.

2. Private outbuildings used in connection with any of the risks described in “1.”

3. Trailer homes at a fixed location.

4. Household and personal property in risks described in “1” to “3.”
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5. Tenants’ contents in dwellings or apartment houses.

“lowa FAIR Plan” or “the Plan” means the nonprofit, unincorporated mandatory risk-sharing
facility established by this division to provide for basic property insurance.

“Location” means a single building and its contents, or contiguous buildings and their contents,
under one ownership.

“Manufacturing risks” means those risks eligible to be written under the customary manufacturing
business interruption policy forms approved by the commissioner. The following are not considered
manufacturing risks:

1. Dry cleaning and laundering—Carpet, rug, furniture, or upholstery cleaning; diaper service or
infants’ apparel laundries; dry cleaning; laundries; linen supply.

2. Installation, servicing and repair—Electrical equipment; electronic equipment; glazing;
household furnishings and appliances; office machines; plumbing, heating and air conditioning;
protective systems for premises, vaults and safes.

3. Laboratories—Blood banks; dental laboratories; medical or X-ray laboratories.

4. Duplicating or similar services—Blueprinting and photocopying services; bookbinding;
electrotyping; engraving; letter service (mailing or addressing companies); linotype or hand
composition; lithographing; photo engraving; photo finishing; photographers (commercial).

5. Warehousing—Cold storage (locker establishments); cold storage warehouse; furniture or
general merchandise warehouse.

6. Miscellaneous—Barber shops; beauty parlors; cemeteries; dog kennels; electroplating;
equipment rental (not contractors’ equipment); film and tape rental; funeral directors; galvanizing,
tinning, detinning; radio broadcasting, commercial wireless and television broadcasting; taxidermists;
telephone or telegraph companies; textiles (bleaching, dyeing, mercerizing or finishing of property of
others); veterinarians and veterinary hospitals.

“Motor vehicles” means vehicles which are self-propelled.

“Weighted premiums written” means:

1.  Gross direct premiums less return premiums, dividends paid or credited to policyholders, or
the unused or unabsorbed portions of premium deposits, with respect to property in this state excluding
premiums on risks insured under the Plan, for basic property insurance, for homeowners multiple peril
policies, for farm dwelling policies and for the basic property insurance premium components of all other
multiple peril policies.

2. Inaddition, 100 percent of the premiums obtained for homeowners multiple peril policies shall
be added to 100 percent of the premiums obtained for basic property insurance and the basic property
insurance premium components of all other multiple peril policies. The basic year for the computation
shall be the first preceding calendar year.

191—20.44(515,515F) Eligible risks.

20.44(1) All risks at a fixed location shall be eligible for inspection and considered for insurance
under the Plan except motor vehicles, inland marine risks, and manufacturing risks as defined above.

20.44(2) The maximum limits of coverage for the type of basic property insurance for customary
fire and extended coverage which may be placed under the Plan are those established by the governing
committee from time to time.

20.44(3) The maximum limits of coverage for the type of basic property insurance for burglary and
theft which may be placed under the Plan are those established by the governing committee from time
to time.

20.44(4) The maximum limits of coverage for the type of basic property insurance for homeowners
coverage which may be placed under the Plan are those established by the governing committee from
time to time.
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191—20.45(515,515F) Membership.

20.45(1) Every insurer licensed to write one or more components of basic property insurance shall
be considered a member of the Plan. Any other insurer may, upon application to and approval by the
governing committee, become a member.

20.45(2) Aninsurer’s membership terminates when the insurer is no longer authorized to write basic
property insurance in lowa, but the effective date of termination shall be the last day of the fiscal year
of the Plan in which termination occurs. Any insurer so terminated shall continue to be governed by the
provisions of this division until the insurer completes all of its obligations under the Plan.

20.45(3) Any voluntary insurer member may terminate its membership only as of the last day of the
fiscal year of the Plan by giving written notice to the Plan 30 days prior to the last day of the fiscal year of
the Plan. The governing committee upon a majority vote may terminate the membership of a voluntary
insurer. Any such terminated member shall continue to be governed by the provisions of this division
until the insurer completes all of its obligations under the Plan.

20.45(4) Subject to the approval of the commissioner, the governing committee may charge a
reasonable annual membership fee.

191—20.46(515,515F) Administration.

20.46(1) The Plan shall be administered by the governing committee, subject to supervision of the
commissioner, and operated by a manager appointed by the governing committee.

20.46(2) The governing committee shall consist of seven members, each of whom shall serve for a
period of one year or until a successor is elected or designated. Each member shall have one vote.

191—20.47(515,515F) Duties of the governing committee.

20.47(1) The governing committee shall meet as often as may be required to perform the general
duties of the administration of the Plan, or on the call of the commissioner. Four members of the
committee present or by proxy shall constitute a quorum. Members of the committee who choose to
appoint a proxy shall give a written proxy to the person elected to act as proxy. The written proxy
shall then be filed with the governing committee, thus ensuring the validity of the proxy’s actions as the
governing committee performs its duties.

20.47(2) The governing committee shall be empowered to appoint a manager, who shall serve at
the pleasure of the committee, to budget expenses, levy assessments, disburse funds, and perform all
other duties of the Plan. The adoption of or substantive changes in pension plans or employee benefit
programs for the manager and staff shall be subject to approval of the governing committee.

20.47(3) The governing committee may designate, with the approval of the commissioner, a rate
service organization as defined in lowa Code chapter 515F, to make inspections as required under the
Plan and to perform such other duties as may be authorized by the governing committee.

20.47(4) The manager shall annually prepare an operating budget which shall be subject to approval
of the governing committee.

20.47(5) The governing committee shall submit to the commissioner periodic reports setting forth
information as the commissioner may request. On or before April 1 of each year, the governing
committee shall submit a report summarizing any new programs or reforms in operation undertaken
during the preceding calendar year in order to comply with any new legislation, regulations or directives
affecting the Plan. This report shall contain a statistical tabulation on business written in accordance
with the Plan.

20.47(6) The governing committee shall separately code all policies written by the Plan so that
appropriate records may be compiled for purposes of performing loss prevention and other studies of
the operation of the Plan.

20.47(7) The governing committee shall authorize the manager to file rates, surcharge schedules and
forms for prior approval by the commissioner.

20.47(8) The governing committee shall prepare such agreements and contracts as may be necessary
for the execution of this division consistent with its provisions.
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191—20.48(515,515F) Annual and special meetings.

20.48(1) There shall be an annual meeting of the insurers on a date fixed by the governing committee
at which time members may be chosen.

20.48(2) A special meeting shall be called by the governing committee within 40 days after receipt
of written request from any ten insurers, not more than one of which may be in a group under the same
management or ownership.

20.48(3) The time and place of all meetings shall be reasonable. Twenty days’ notice of an annual or
special meeting shall be given in writing by the governing committee to all insurers defined above. Four
members present in person or by proxy shall constitute a quorum. Voting by proxy shall be permitted.

20.48(4) Any matter not inconsistent with the law or this division may be proposed and voted upon
at any special meeting of the committee. Notice of any such proposal shall be mailed to each insurer not
less than 20 days prior to the final date fixed by the committee for voting thereon.

191—20.49(515,515F) Application for insurance.

20.49(1) Any person who has an insurable interest in an eligible risk in property permitted to be
written in the Plan and who has received within the last six months a notice of rejection, nonrenewal or
cancellation from an insurer may apply for insurance by the Plan.

20.49(2) An inspection need not be made if the governing committee determines that insurance can
be provided for specified classes of risks on the basis of representations of the applicant or insurance
producer.

20.49(3) The Plan may bind coverage. The Plan may wait until receipt of the inspection report or
receipt of additional underwriting information before determining whether to bind coverage. Coverage
will be bound by the Plan by acknowledgement to the producer.

191—20.50(515,515F) Inspection procedure.

20.50(1) The inspection by the Plan shall be without cost to the applicant.

20.50(2) The manner and scope of the inspection shall be prescribed by the Plan with the approval
of the commissioner.

20.50(3) Aninspection report shall be made for each property inspected covering pertinent structural
and occupancy features as well as the general condition of the building and surrounding structures.
Representative photographs may be taken during the inspection to indicate the pertinent features of
building, construction, maintenance, occupancy, and surrounding property.

20.50(4) After the inspection, a copy of the completed inspection report and any relevant
photographs shall be kept on file by the Plan. The report shall include a description of any deficient
physical condition changes proposed by the inspector. A copy of the inspection report shall be made
available to the applicant or producer upon request.

191—20.51(515,515F) Procedure after inspection and receipt of application.

20.51(1) After receipt of the application, the inspection report, and any additional underwriting
information requested from the applicant, the Plan shall within five business days complete and send
to the applicant an action report advising the applicant of one of the following:

a. Thattherisk is acceptable. If the inspection reveals substandard conditions, appropriate charges
may be imposed, but the report shall specify the improvements necessary for removal of each such
charge.

b.  That the risk is declined unless reasonable improvements noted in the action report are made
by the applicant and confirmed by reinspection.

c¢.  Thattherisk is declined because it fails to meet reasonable underwriting standards as set forth in
191—20.52(515,515F). Reasonable underwriting standards as set forth in 191—20.52(515,515F) shall
not include neighborhood or area location or any environment hazard beyond the control of the property
owner.

20.51(2) If the risk is accepted, the action report shall advise the applicant of:

a. The amount of coverage the Plan agrees to write.
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b.  The amount of coverage the Plan agrees to write if specified improvements are made.

c¢.  The amount of coverage the Plan agrees to write only if a large or special deductible is agreed
to by the applicant.

20.51(3) If the risk is accepted, the Plan, upon receipt of the premium, shall deliver the policy to the
applicant or to the licensed producer designated by the applicant for delivery to the applicant. The Plan
shall remit the commissions to the licensed producer designated by the applicant.

191—20.52(515,515F) Reasonable underwriting standards for property coverage.

20.52(1) The following characteristics may be used in determining whether a risk is acceptable for
property coverage. Where there is more than one cause for declination, all causes shall be listed and
complied with before the property may be accepted for insurance purposes.

a.  Physical condition of property; however, the mere fact that a property does not satisfy all current
building code specifications will not, of itself, suffice as a reason for declination.

b.  The property’s present use as extended vacancy or extended unoccupancy of the property for 60
consecutive days. Properties that are vacant or unoccupied for more than 60 days may be insured while
rehabilitation or reconstruction work is actively in process, meaning that the insured or owner should
make monthly progress in order to complete the rehabilitation or reconstruction within a one-year time
frame.

c.  Other specific characteristics of ownership, condition, occupancy or maintenance that violate
the law and that result in substantial increased exposure to loss. Any circumstance considered under this
paragraph must relate to the peril insured against.

d.  Physical condition of buildings which results in an outstanding order to vacate, in an outstanding
demolition order or in being declared unsafe in accordance with the applicable law.

e.  One or more of the conditions for nonrenewal as listed in 191—20.54(515,515F) currently exist.
The Plan shall upon notice that conditions at the buildings have changed consider new application for
coverage.

£ Vandalism and malicious mischief coverage shall not be provided for a dwelling or commercial
property where the property has been subject to two vandalism and malicious mischief losses, each loss
amounting to at least $500, in the immediately preceding 12-month period, or three or more such losses
in the immediately preceding 24-month period.

g Previous loss history or matters of public record concerning the applicant or any person defined
as an insured under the policy.

h.  Any other guidelines which have been approved by the commissioner.

20.52(2) Reserved.
[ARC 8624B, IAB 3/24/10, effective 4/28/10]

191—20.53(515,515F) Reasonable underwriting standards for liability coverage.

20.53(1) The following characteristics may be used in determining whether a risk is acceptable for
liability insurance on homeowner policies:

a. Broken, cracked, uneven or otherwise faulty steps, porches, decks, sidewalks, patios and similar
areas.

b.  Downspouts or drains which discharge onto sidewalks or driveways.
Unsafe conditions including inadequate lighting of stairways.
Animals known to be vicious or animals that have caused a liability claim.
Swimming pools or private ponds not fenced in accordance with local regulations.
Unsafe, or the absence of, handrails.
Junk cars, empty refrigerators, trampolines or other potentially dangerous objects in the yard
which are an attraction to children.

h.  Previous loss history or matters of public record concerning the applicant or any person defined
as an insured under the policy.

i.  Any other guidelines which have been approved by the commissioner.

B Th e RO
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20.53(2) Liability insurance shall only be provided as contained in the lowa FAIR Plan homeowners
policy.

20.53(3) Liability insurance shall not be provided for risks with any of the deficiencies set forth in
paragraphs 20.53(1) “a” through “g, ” as disclosed by the application or inspection, until the deficiencies
have been corrected.

20.53(4) Liability insurance may not be provided where there is a business operating at the insured
location, unless the applicant has in force a business liability policy with limits of at least $100,000 per
occurrence providing premises liability coverage.

20.53(5) Liability insurance shall not be provided where the applicant owns three or more horses or
other riding animals, unless the applicant has in force a liability policy with limits of at least $100,000
per occurrence providing coverage for the ownership and use of the horses or other riding animals.

191—20.54(515,515F) Cancellation; nonrenewal and limitations; review of eligibility.

20.54(1) The Plan shall not cancel or refuse to renew a policy issued by the Plan except for the
following reasons:

a. Facts as confirmed by inspection or investigation which would have been grounds for
nonacceptance of the risk by the Plan had they been known to the Plan at the time of acceptance.

b.  Changes in the physical condition of the property or other changed conditions as confirmed by
inspection or investigation that make the risk uninsurable pursuant to paragraphs j” and “k.”

¢.  Nonpayment of premiums.

d. Atleast 65 percent of the rental units in the building are unoccupied, and the insured has not
received prior approval from the Plan of a rehabilitation program which necessitates a high degree of
unoccupancy.

e. Unrepaired damage exists and the insured has stated that repairs will not be made, or such
time has elapsed as clearly indicates that the damage will not be repaired. The elapsed time under this
paragraph is a length of time over 60 days where the damage remains unrepaired, unless there are known
to be extenuating circumstances.

f- After a loss, permanent repairs have not been commenced within 60 days following payment
of the claim, unless there are known to be extenuating circumstances. The 60-day period starts upon
acceptance of payment of the claim.

g Property has been abandoned for 90 days or more.

h.  There is good cause to believe, based on reliable information, that the building will be burned
for the purpose of collecting the insurance on the property. The removal of damaged salvageable items,
such as normally permanent fixtures, from the building shall be considered under this paragraph when
the insured can provide no reasonable explanation for such removal.

i. A named insured or loss payee or other person having a financial interest in the property being
convicted of the crime of arson or a crime involving a purpose to defraud an insurance company. The
fact that an appeal has been entered shall not negate the use of this paragraph.

j. The property has been subject to more than two losses, each loss amounting to at least $500 or
1 percent of the insurance in force, whichever is greater, in the immediately preceding 12-month period,
or more than three such losses in the immediately preceding 24-month period, provided that the cause
of such losses is due to the conditions which are the responsibility of the owner named insured or due to
the actions of any person defined as an insured under the policy.

k. Theft frequency in which there have been more than two thefts, each loss amounting to at least
$500, in a 12-month period.

[, Material misrepresentation in any statement to the Plan.

m. Onhomeowners policies, excessive theft or liability losses. If a given property has been subject
to two vandalism and malicious mischief losses, each loss amounting to at least $500, in the immediately
preceding 12-month period, or three or more such losses in the immediately preceding 24-month period,
the Plan may convert the homeowners policy to a dwelling policy without vandalism and malicious
mischief coverage.
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20.54(2) The Plan shall terminate all insurance contracts in accordance with Iowa Code sections
515.125, 515.127, and 515.128.

20.54(3) At the completion of 36 months of coverage and prior to the completion of 48 months,
each risk shall be reviewed for its eligibility for coverage in the voluntary market. The risk shall be
submitted by the Plan to the producer of record, if any, for a search of the voluntary market. If the
producer resubmits the risk to the Plan, the risk must be resubmitted with a new application and a written

statement from the producer that a search of the voluntary market was performed.
[ARC 8624B, IAB 3/24/10, effective 4/28/10]

191—20.55(515,515F) Assessments.

20.55(1) Participation and assessments by and upon each insurer in the Plan for losses and expenses
in connection with Plan business shall be levied and assessed by the governing committee of the Plan on
the basis of participation factors determined annually, giving effect to the proportion which such insurer’s
weighted premiums written bears to the aggregate weighted premiums written by all insurers in the Plan.

20.55(2) De minimis assessments. Any assessment of less than $20 shall not be billed to an insurer,
but will be accumulated as a deferred assessment until the cumulative amount deferred is at least $20.

20.55(3) Late payment fee. Assessments shall be due and payable when billed. If any member fails
to pay an assessment within 60 days after it is due, the insurer shall pay interest from the billing date at
the rate of 1.5 percent per month. In the event that an insurer fails to pay any applicable late payment
fee with an assessment, the amount of such unpaid late payment fee will be included in the amount of
the insurer’s next assessment.

20.55(4) Credits for voluntary writings. The Plan may develop a voluntary writing credit policy,
subject to approval by the commissioner. Credits may be used as offsets to member company assessments
made by the Plan.

191—20.56(515,515F) Commission.

20.56(1) Commission to the licensed producer designated by the applicant shall be 10 percent of all
policy premiums. The Plan shall not license or appoint producers.

20.56(2) In the event of cancellation of a policy, or if an endorsement is issued which requires the
premium to be returned to the insured, the producer shall refund proportionally to the Plan commissions
on the return premium at the same rate at which such commissions were originally paid.

191—20.57(515,515F) Public education. In cooperation with the insurance commissioner, the Plan
shall undertake a continuing education program with insurers, producers and consumers about the Plan’s
insurance program and its availability. All insurers and producers shall cooperate fully in the continuing
education program. Such continuing education program will include the publication and distribution of
literature:

1. Describing the Plan and its general operation;

2. Explaining the possible cost savings of obtaining insurance in the voluntary market; and

3. Advising of the availability of rate comparison charts.

191—20.58(515,515F) Cooperation and authority of producers.

20.58(1) Each insurer shall require its licensed producers to cooperate fully in the accomplishment
of the intents and purposes of the Plan.

20.58(2) Licensed insurance producers shall not act as agents for the Plan.

20.58(3) Licensed insurance producers shall not do any of the following:

a. Bind coverage for the Plan.

b.  Alter or change policies issued by the Plan.

c.  Settle losses of the Plan.

d.  Act on behalf of the Plan or commit the Plan to any course of action.

20.58(4) Licensed insurance producers shall assist applicants who need to apply for coverage under
the Plan, and shall submit applications that meet the requirements under rule 191—20.49(515,515F).
Producers shall follow the rules and procedures of the Plan.


https://www.legis.iowa.gov/docs/ico/section/515.125.pdf
https://www.legis.iowa.gov/docs/ico/section/515.127.pdf
https://www.legis.iowa.gov/docs/ico/section/515.128.pdf
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191—20.59(515,515F) Review by commissioner. The governing committee shall report to the
commissioner the name of any insurer or producer which fails to comply with the provisions of the
Plan or with any rules prescribed thereunder by the governing committee or to pay within 30 days any
assessment levied.

191—20.60(515,515F) Indemnification. Each person serving on the governing committee or any of
its subcommittees, each member of the Plan, and the manager and each officer and employee of the
Plan shall be indemnified by the Plan against all cost, settlement, judgment, and expense actually and
necessarily incurred by that person in connection with the defense of any action, suit, or proceeding
in which that person is made a party by reason of that person’s being or having been a member of the
governing committee or a member or manager or officer or employee of the Plan, except in relation to
matters as to which that person has been judged in an action, suit, or proceeding to be liable by reason of
willful misconduct in the performance of that person’s duties as a member of the governing committee
or as a member, manager, officer or employee of the Plan. This indemnification shall not apply to any
loss, cost or expense on insurance policy claims under the Plan. Indemnification under this rule shall
not be exclusive of other rights to which the member, manager, officer, or employee may be entitled as
a matter of law.

191—20.61 to 20.69 Reserved.
These rules are intended to implement 2003 Iowa Acts, chapter 119.

DIVISION III
CERTIFICATES OF INSURANCE FOR COMMERCIAL LENDING TRANSACTIONS

191—20.70(515) Purpose. The purpose of division III is to clarify what information an insurance
company regulated by the division may provide its customer in connection with a commercial real

estate transaction between the customer and a lender.
[ARC 0133C, IAB 5/30/12, effective 5/9/12]

191—20.71(515) Definitions. For purposes of division III, the following definitions shall apply:
“ACORD” means the Association for Cooperative Operations Research and Development.
“Commercial real estate transaction” means a non-recourse commercial lending transaction in
which the underlying property serves as the primary collateral securing the borrower’s repayment of the
loan and neither the borrower nor any of its members, partners, or shareholders, nor any related person
to any of the aforementioned persons, bears the economic risk of loss in the event of a payment default
under the terms of the lending transaction.
“Division” means the insurance division.

“ISO” means the insurance services office.
[ARC 0133C, IAB 5/30/12, effective 5/9/12]

191—20.72(515) Evidence of insurance.

20.72(1) Prior to the issuance of an insurance policy by an insurer, an insured who has entered into
a commercial real estate transaction may request that the relevant insurer or a producer acting on behalf
of the insurer provide the following items as evidence of insurance:

a. An ACORD Form 75, a successor ACORD form, an ISO binder form, or a substantially similar
binder form approved by the division; and

b.  An ACORD Form 28, a successor ACORD form, an ISO certificate form, or a substantially
similar certificate of insurance form approved by the division.

The insurer or the producer acting on behalf of an insurer has the sole discretion to determine which
division-approved binder form or certificate of insurance form the insurer or producer uses to comply
with this rule.

20.72(2) An insurer or a producer acting on behalf of an insurer shall comply with a request made
pursuant to this rule within 20 business days of the receipt of the request. The requirements of this rule
shall not apply to an insurance producer who:
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a. Isunauthorized to provide the documents described in this rule; and

b.  Informs the insured of this fact within 20 business days of the receipt of the request.

20.72(3) Delivery of a binder along with a certificate of insurance requested pursuant to this rule may
be accomplished by regular mail, overnight delivery, facsimile, physical delivery, electronic means, or
other appropriate means.

20.72(4) Notwithstanding any language on a form provided pursuant to subrule 20.72(1) which
language states that the form is for “information only,” a binder together with a certificate of insurance
delivered pursuant to this rule shall be valid and may be relied upon by the borrower or by the borrower’s
lender as evidence of insurance, including in any private civil action or administrative proceeding, until
the delivery of the insurance policy to the borrower or the cancellation of the binder pursuant to Iowa
Code sections 515.125 to 515.127.

20.72(5) An insurer or producer acting on behalf of an insurer that produces or delivers a binder
and certificate of insurance to its customer pursuant to this rule may charge a reasonable fee for the
production and delivery of the documents.

20.72(6) All insurers and all producers subject to this rule shall comply with the terms hereof within

90 days from May 9, 2012.
[ARC 0133C, 1AB 5/30/12, effective 5/9/12]

These rules are intended to implement 2011 Iowa Code Supplement chapter 515.
[Filed July 1, 1975]
[Filed 4/11/79, Notice 2/7/79—published 5/2/79, effective 6/7/79]
[Filed 11/20/80, Notice 9/17/80—published 12/10/80, effective 1/15/81]

[Filed 7/11/86, Notice 6/4/86—published 7/30/86, effective 9/3/86]l
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed emergency 6/24/88—published 7/13/88, effective 7/1/88]

[Filed 12/9/88, Notice 11/2/88—published 12/28/88, effective 2/1/89]

[Filed 7/20/90, Notice 6/13/90—published 8/8/90, effective 9/12/90]

[Filed 2/7/97, Notice 1/1/97—published 2/26/97, effective 4/2/97]

[Filed 3/29/01, Notice 10/18/00—published 4/18/01, effective 7/1/01]

[Filed 11/19/03, Notice 10/1/03—published 12/10/03, effective 1/14/04]

[Filed 11/5/04, Notice 9/29/04—published 11/24/04, effective 12/29/04]

[Filed 10/5/06, Notice 8/30/06—published 10/25/06, effective 11/29/06]

[Filed 11/2/06, Notice 9/27/06—published 11/22/06, effective 12/27/06]

[Filed 3/9/07, Notice 1/31/07—published 3/28/07, effective 5/2/07]

[Filed emergency 4/18/07—published 5/9/07, effective 5/2/07]

[Filed ARC 8624B (Notice ARC 8492B, IAB 1/27/10), IAB 3/24/10, effective 4/28/10]
[Filed Emergency After Notice ARC 0133C (Notice ARC 0070C, IAB 4/4/12), IAB 5/30/12, effective
5/9/12]

[Filed ARC 1125C (Notice ARC 0892C, IAB 7/24/13), IAB 10/16/13, effective 11/20/13]
[Filed ARC 1334C (Notice ARC 1127C, IAB 10/16/13), IAB 2/19/14, effective 3/26/14]

I See IAB Insurance Division


https://www.legis.iowa.gov/docs/ico/section/515.125.pdf
https://www.legis.iowa.gov/docs/ico/chapter/2011/515.pdf
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CHAPTER 21
REQUIREMENTS FOR EXCESS AND SURPLUS LINES,

RISK RETENTION GROUPS AND PURCHASING GROUPS
[Prior to 10/22/86, Insurance Department[510]]

191—21.1(515) Definitions. In addition to the definitions provided in lowa Code chapters 515 and 515E,
the following definitions shall apply to this chapter, unless the context clearly requires otherwise:

“Division” means the lowa insurance division.

“Excess and surplus lines insurance” means surplus lines insurance.

“NAIC UCAA” means a National Association of Insurance Commissioners Uniform Certificate of
Authority Application form.

“Nonadmitted insurer” means an insurer that is not licensed by or admitted to do business in this
state.

“Place” means obtaining insurance for an insured with a specific insurer.

“Producer” means the person who places the policy with the insurance company. The producer may
be either a resident or nonresident of this state and must be licensed in lowa to sell insurance classified
as excess and surplus lines.

“Qualified surplus lines carrier” means a nonadmitted insurer that the division has determined is
qualified to provide surplus lines coverage as set forth in lowa Code section 515.120, but in no event
shall “qualified surplus lines carrier” include an insurer described in lowa Code section 515.122.

“Surplus lines insurance” means insurance on a risk or a part of a risk for which there is no market
available through the original insurance producer in lowa; therefore, the risk needs to be placed with
a qualified surplus lines carrier, in accordance with the provisions of lowa Code chapter 515 and this

chapter.
[ARC 7663B, IAB 3/25/09, effective 4/29/09]

191—21.2(515) Qualified surplus lines carriers’ duties.

21.2(1) Insurer liable. Where, pursuant to lowa Code section 515.120, coverage is placed with a
qualified surplus lines carrier, the qualified surplus lines carrier shall be liable for the premium tax
required by lowa Code section 515.120.

21.2(2) How premium tax quoted. A qualified surplus lines carrier or a broker for a qualified surplus
lines carrier is authorized to quote a premium which includes tax as is required by lowa Code section
515.120, and thereafter no additional tax amount may be charged or collected. Premium tax may be
stated in the contract of insurance as a separate component of the total premium only when the premium
is not based upon rates or premiums which included a premium tax component when promulgated. Any
fees collected from residents of this state are considered part of the premium and thus are subject to

taxation.
[ARC 7663B, IAB 3/25/09, effective 4/29/09]

191—21.3(515) Producers’ duties.

21.3(1) Producer collection of tax. A producer who places insurance in qualified surplus lines
carriers shall collect premium tax from the qualified surplus lines carriers by withholding 1 percent of
the premiums for such tax.

21.3(2) Electronic reporting of premium tax. A producer who places insurance with a qualified
surplus lines carrier shall file electronically the premium tax information with the division on or before
March 1 for policies issued during the preceding calendar year.

21.3(3) Annual report. On or before March 1 of each year, every producer who has placed insurance
with qualified surplus lines carriers when the policies have been issued during the preceding calendar
year shall file electronically with the division or as otherwise directed by the division a sworn report of
all such business written during the preceding calendar year and shall submit the amount to cover the
taxes due on said business. If no business was written during the preceding calendar year, no report is
required. Failure to file an annual return or pay the taxes imposed by lowa Code section 515.120 et seq.,
will be deemed grounds for the revocation of a producer’s license by the insurance division, and failure



Ch21,p.2 Insurance[191] IAC 3/25/09

to file an annual return or pay taxes within the time requirements of this rule will subject the producer to

the penalties of lowa Code section 515.121.
[ARC 7663B, IAB 3/25/09, effective 4/29/09]

191—21.4(515) Producers’ duty to insured; evidence of coverage. A producer who places coverage
with a qualified surplus lines carrier as defined herein shall deliver to the insured, within 30 days of the
date the policy is issued, a notice that states the following: “This policy is issued, pursuant to [owa Code
section 515.120, by a nonadmitted company in lowa and as such is not covered by the lowa Insurance
Guaranty Association.” A producer may comply with this rule by typing or stamping a verbatim copy of

this language in a clear and conspicuous place on the policy.
[ARC 7663B, IAB 3/25/09, effective 4/29/09]

191—21.5(515) Procedures for qualification and renewal of a nonadmitted insurer as a qualified
surplus lines carrier.

21.5(1) Application and procedures for initial qualification of a nonadmitted insurer as a qualified
surplus lines carrier.

a. Any insurer who wishes to qualify under lowa Code section 515.120 as a nonadmitted insurer
shall make an application.

b.  The application shall contain the following information, which also is listed on the division’s
Web site, www.iid.state.ia.us:

(1) A completed NAIC UCAA Expansion Application, available through the division’s Web site,
www.iid.state.ia.us, or through the NAIC Web site, www.naic.org/industry.

(2) A designation of a licensed lowa resident producer qualified to write excess and surplus lines
insurance.

(3) Remittance of the greater of a $100 filing fee or a retaliatory fee, and a $500 examination fee
for all new applicants.

c¢.  In addition to the above requirements, the insurer shall:

(1) Maintain the greater of either minimum capital and surplus of $5 million or risk-based capital
pursuant to lowa Code chapter 521E, and

(2) Have been actively in operation for at least three years without significant changes in ownership
or management during the three-year period.

These financial and management requirements may be waived by the division upon a finding that the
insurer will be offering coverage in a line of insurance for which there is an unavailability of capacity and
an extraordinary need for coverage in this state. The division may require other information as deemed
necessary.

21.5(2) Procedures for renewal of a nonadmitted insurer as a qualified surplus lines carrier. A
nonadmitted insurer that is not an alien insurer as defined in lowa Code section 515.70 and that met
the division’s requirements for becoming a qualified surplus lines carrier shall, by March 1 of each year
following the year of qualification:

a.  Continue to comply with paragraph 21.5(1)“c”;

b. Pay a $100 renewal fee; and

c. Submit to the division the documents and materials listed on the division’s Web site,
www.iid.state.ia.us.

21.5(3) Failure to comply. Failure of a nonadmitted insurer to timely submit the materials required
in this rule or to otherwise fail to comply with this rule shall result in the termination of the nonadmitted

insurer’s status as a qualified surplus lines carrier.
[ARC 7663B, IAB 3/25/09, effective 4/29/09]

191—21.6(515E) Risk retention groups. A risk retention group as defined in lowa Code chapter 515E
may utilize its producers to report and pay premium taxes or may pay the taxes directly. If producers are
utilized, they shall follow the procedure set forth in subrule 21.3(2). In the event that the group desires to



IAC 3/25/09 Insurance[191] Ch 21, p.3

pay the premium tax directly, the group shall file electronically with the division through the division’s

Web site, www.iid.state.ia.us.
[ARC 7663B, IAB 3/25/09, cffective 4/29/09]

191—21.7(515E) Procedures for qualification as a risk retention group.

21.7(1) Any insurer who wishes to register under lowa Code chapter 515E as a risk retention group
shall file with the division an application that contains:

a.  The information set forth in Iowa Code sections 515E.4(1) and (2), which also is listed on the
division’s Web site, www.iid.state.ia.us; and

b.  Remittance of a $100 filing fee plus any additional retaliatory fees.

21.7(2) A risk retention group shall pay a $100 renewal fee by March 1 of each year following the
year of registration. The risk retention group shall annually provide information requested by the division
for determination of continued registration.

191—21.8(515E) Procedures for qualification as a purchasing group.

21.8(1) Prior to doing business in this state, a purchasing group shall furnish to the division notice
that shall include:

a. The information set forth in Iowa Code section 515E.8, which also is listed on the division’s
Web site, www.iid.state.ia.us; and

b.  Remittance of a $100 filing fee.

21.8(2) A registered purchasing group shall pay a $100 renewal fee by March 1 of each year
following the year of registration. The purchasing group must provide information requested by the
division for determination of continued registration.

191—21.9(515,515E) Failure to comply; penalties. Failure of a producer, insurer, risk retention group
or purchasing group to comply with this chapter or with lowa Code section 515.120, 515.121, or 515.122,
or chapter 515E may subject the producer, insurer, risk retention group or purchasing group to penalties

set forth in lowa Code chapter 507B or lowa Code section 515.121.
[ARC 7663B, IAB 3/25/09, effective 4/29/09]

These rules are intended to implement lowa Code sections 515.120 to 515.122.
[Filed 8/1/63]
[Filed 5/26/77, Notice 4/6/77—published 6/15/77, eftective 7/20/77]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 6/22/90, Notice 5/16/90—published 7/11/90, effective 8/15/90]
[Filed 2/15/91, Notice 1/9/91—published 3/6/91, eftective 4/10/91]

[Filed 10/10/91, Notice 9/4/91—published 10/30/91, effective 12/4/91]
[Filed 3/5/99, Notice 11/4/98—published 3/24/99, effective 4/28/99]

[Filed 11/2/06, Notice 9/27/06—published 11/22/06, effective 12/27/06]

[Filed ARC 7663B (Notice ARC 7537B, IAB 1/28/09), IAB 3/25/09, effective 4/29/09]


https://www.legis.iowa.gov/docs/ico/section/515.120-122.pdf
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CHAPTER 22
FINANCIAL GUARANTY INSURANCE

191—22.1(515C) Definitions.

22.1(1) “Financial guaranty insurance” means a surety bond, insurance policy or, when issued
by an insurer, an indemnity contract and any guaranty similar to a surety bond, insurance policy, or
insurer-issued indemnity contract, under which loss is payable upon proof of occurrence of financial
loss to an insured claimant, obligee, or indemnitee as a result of any of the following events:

a. Failure of an obligor on a debt instrument or other monetary obligation (including common or
preferred stock guarantied under a surety bond, insurance policy, or indemnity contract) to pay when
due principal, interest, premium, dividend, or purchase price of or on the debt instrument or monetary
obligation, when the failure is the result of a financial default or insolvency, regardless of whether the
obligation is incurred directly or as guarantor by or on behalf of another obligor that has also defaulted.

b. A change in the level of interest rates, whether short- or long-term, or the differential in interest
rates between various markets or products.

c¢. A change in the rate of exchange of currency.

d.  Inconvertibility of one currency into another for any reason, or inability to withdraw funds held
in a foreign country resulting from restrictions imposed by a governmental authority.

e. A change in the value of a specific asset or commodity, financial or commodity index, or price
levels in general.

/- Another event which the commissioner determines is substantially similar to any of those in
paragraphs “a” through “e.

22.1(2) “Financial guaranty insurance” does not include:

a. Insurance of a loss resulting from an event described in subrule 22.1(1), if the loss is payable
only upon the occurrence of any of the following, as specified in a surety bond, insurance policy, or
indemnity contract:

(1) A fortuitous physical event.

(2) A failure of or deficiency in the operation of equipment.

(3) An inability to extract or recover a natural resource.

b.  An individual or schedule public official bond.

¢. A contract bond, including bid, payment, or maintenance bond, or a performance bond if the
bond is guarantying the execution of any contract other than a contract of indebtedness or other monetary
obligation.

d. A court bond required in connection with judicial, probate, bankruptcy, or equity proceedings,
including a waiver, probate, open estate, and life tenant bond.

e. A bond running to the federal, state, county, or municipal government, or other political
subdivision, as a condition precedent to granting of a license to engage in a particular business or of a
permit to exercise a particular privilege.

/- Aloss security bond or utility payment indemnity bond running to a governmental unit, railroad,
or charitable organization.

g A lease, purchase and sale, or concessionaire surety bond.

h.  Credit unemployment insurance, meaning insurance on a debtor in connection with a specific
loan or other credit transaction, to provide payments to a creditor in the event of unemployment of a
debtor, for the installments or other periodic payments becoming due while a debtor is unemployed.

i.  Credit insurance, meaning insurance indemnifying manufacturers, merchants, or educational
institutions extending credit against loss or damage resulting from nonpayment of debts owed to them
for goods or services provided in the normal course of their business.

j. Guarantied investment contracts issued by life insurance companies which provide that the life
insurer itself will make specified payments in exchange for specific premiums or contributions.

k. Residual value insurance.

[, Mortgage guaranty insurance authorized by Iowa Code chapter 515C.

»
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m. An indemnity contract or similar guaranty in which an insurer guaranties its obligations or
indebtedness or the obligations or indebtedness of a subsidiary of which it owns more than 50 percent,
other than a financial guaranty insurance corporation.

n.  Any other form of insurance covering risks which the commissioner determines to be
substantially similar to any of the forms in this subrule.

22.1(3) “Industrial development bond” means a security or other instrument under which a payment
obligation is created, issued by or on behalf of a governmental unit to finance a project serving a private
industrial, commercial, or manufacturing purpose and not payable or guarantied by a governmental unit.

22.1(4) “Investment grade” means having a rating of not less than Baa3 by Moody’s Investors
Service or BBB- by Standard and Poor’s Corporation, or a comparable rating by any nationally
recognized rating service, or a rating of not less than 2 by the National Association of Insurance
Commissioners, or, if not rated, having characteristics substantially comparable to obligations rated.

22.1(5) “Municipal obligation bond” means a security, or other instrument, including a state lease
but not a lease of any other governmental entity, under which a payment obligation is created, issued by
or on behalf of a governmental unit to finance a project serving a substantial public purpose, and which
is one or more of the following:

a. Payable from tax revenues, but not tax allocations, within the jurisdiction of the governmental
unit.

b.  Payable or guarantied by the United States or any agency, department, or instrumentality of the
United States, or by a state housing agency.

c¢.  Payable from rates or charges, but not tolls, levied or collected in respect of a nonnuclear utility
project, public transportation facility other than an airport facility, or public higher education facility.

d.  With respect to a lease obligation, payable from future appropriations.

22.1(6) “Special revenue bond” means a security, or other instrument under which a payment
obligation is created, issued by or on behalf of a governmental unit to finance a project serving a
substantial purpose and not payable from the sources enumerated in subrule 22.1(5) in connection with
the payment of a municipal obligation bond.

22.1(7) “Security” or “secured” means any or all of the following:

a. A deposit equal to at least the full amount of the principal of the insured obligation.

b.  Collateral at least equal to the full amount of the principal of the insured obligation, or the
scheduled cash flow from which is equal to or greater than the scheduled debt service on the insured
obligation and is due prior to the date when the scheduled debt service is payable.

c.  Property, provided the corporation has possession of evidence of the right, title or authority to
claim or foreclose on the property or otherwise dispose of such property for value, the scheduled cash
flow from which, or market value of which, is at least equal to the scheduled debt service on the insured
obligation and is due prior to the date when the scheduled debt service is payable.

191—22.2(515) Financial requirements and reserves. An insurance company otherwise authorized
under Iowa Code chapter 515 to write financial guaranty insurance shall do so only when all of the
following requirements are satisfied:

22.2(1) It has paid-in capital of at least $1 million and surplus of at least $1 million.

22.2(2) It establishes a contingency reserve, net of reinsurance, as follows:

a. The contributions to the reserve shall be calculated by applying the following percentages to
the net principal written each calendar year of guaranties issued or delivered in this state of:

1.  Municipal obligation bonds, 0.8 percent.
Special revenue bonds, 1.2 percent.
Industrial development bonds, 1.6 percent.
Secured investment grade obligations, 1.6 percent.
Investment grade obligations not secured, 2.5 percent.
All other obligations guarantied, 3.0 percent.

b. (1) Quarterly additions to the reserve for paragraph “a,” “1,” “2,” and “3” above must be
equal to the greater of one-eightieth of the amounts derived by applying the appropriate contribution

AN ol
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specified in paragraph “a” or 50 percent of the quarterly earned premiums on the guaranties and must
be maintained for a period of 20 years.

(2) Quarterly additions to the reserve for paragraph “a, ” “4” to “6” must be equal to the greater of
one-fortieth of the amounts derived by applying the appropriate contribution specified in paragraph “a”
or 50 percent of the quarterly earned premiums on the guaranties and must be maintained for a period
of ten years.

c. The reserve may be released after the expiration of the applicable time period, listed in
paragraph “b,” subparagraphs (1) and (2), in the same manner, except that a part of the reserve may be
released proportional to the reduction in net total liabilities resulting from reinsurance and the reinsurer
shall, on the effective date of the reinsurance, establish a reserve in an amount equal to the amount
released.

d. A withdrawal from the contingency reserve, to the extent of any excess, may be made from the
earliest contributions to the reserve remaining in the reserve:

(1) With the approval of the commissioner, in any year in which the actual incurred losses exceed
35 percent of earned premiums.

(2) Upon 30 days’ prior notice to the commissioner, provided that the contingency reserve has been
in existence for 40 quarters, for reserves subject to paragraph “b, ” subparagraph (1), and 20 quarters,
for reserves subject to paragraph “b,” subparagraph (2), upon demonstration that the amount carried is
excessive in relation to the corporation’s outstanding obligations.

22.2(3) In addition to the contingency reserve, the case basis method or other method as the
commissioner may require must be used to determine loss reserve on guaranties issued or delivered
in this state. This method shall include a reserve for claims reported and unpaid net of collateral. A
deduction from loss reserves must be allowed for the time value of money by application of a discount
rate equal to the average rate of return on the admitted assets of the insurer as of the date of the
computation of the reserve. The discount rate shall be adjusted at the end of each calendar year.

22.2(4) The insurance company shall maintain an unearned premium reserve on guaranties issued
or delivered in this state, net of reinsurance, computed on the month pro rata basis, if financial guaranty
premiums are paid on an installment basis. All other financial guaranty premiums paid must be earned
proportionately with the expiration of exposure, or by any other method the commissioner requires or
approves.

These rules are intended to implement lowa Code sections 511.8(5) and 515C.6.

[Filed 6/25/87, Notice 5/20/87—published 7/15/87, effective 8/19/87]
[Filed 8/15/91, Notice 7/10/91—published 9/4/91, effective 10/9/91]


https://www.legis.iowa.gov/docs/ico/section/511.8.pdf
https://www.legis.iowa.gov/docs/ico/section/515C.6.pdf
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CHAPTER 23
MOTOR VEHICLE SERVICE CONTRACTS

191—23.1(516E) Purpose. This chapter is promulgated to implement and administer the provisions of
Iowa Code chapter 516E, hereinafter referred to as the Act, which regulates the sale of motor vehicle
service contracts.

191—23.2(516E) Applicability and scope. This chapter shall apply to all providers of motor vehicle
service contracts issued, sold, or offered for sale in this state, such as automobile dealers who offer and
sell motor vehicle service contracts and any third party administrators. This chapter also applies to all
motor vehicle service contract reimbursement insurance policies issued by an insurer authorized to do
business in this state.

191—23.3(516E) Application of insurance laws. The sale of a motor vehicle service contract shall not
be deemed to include the sale of insurance. Thus, unless the provider is otherwise engaged in the sale
of insurance, the provisions of the insurance laws of this state shall not be applicable to that provider.
However, this rule shall not be construed to exempt any other warranties or service contracts other than
motor vehicle service contracts, as defined in the Act, from the provisions of the insurance laws of this
state.

191—23.4(516E) Administration.

23.4(1) The deputy administrator appointed under lowa Code section 502.601 shall administer
the Act. The superintendent of securities shall be the principal operations officer responsible to the
commissioner for the routine administration of the Act and management of the administrative staff of
the securities bureau.

23.4(2) In the absence of the commissioner, whether because of vacancy in the office, by reason
of absence, physical disability, or other cause, the superintendent of securities shall be the acting
administrator and shall, for the time being, have and exercise the authority conferred upon the
commissioner. The commissioner may from time to time delegate to the superintendent of securities
any or all of the functions assigned to the commissioner in the Act.

23.4(3) The superintendent of securities shall employ officers, attorneys, accountants, auditors,
investigators, and other employees as shall be needed for the administration of the Act.

23.4(4) Upon request the commissioner may honor requests from interested persons for
interpretative opinions.

191—23.5(516E) Public access to hearings. Every hearing in an administrative proceeding shall be
open to the public unless by prior agreement all parties request that it be private.

191—23.6(516E) Public access to records.

23.6(1) The administrator shall keep a register of all filings and orders which have been entered. The
register shall be open for public inspection.

23.6(2) Upon request and for a reasonable fee, the administrator shall furnish to any person copies
of any register entry or any document which is a matter of public record and not confidential. Copies
shall be available during normal business hours and may be certified upon request. In any administrative,
civil, or criminal proceedings, a certified copy is prima facie evidence of the contents of the document
certified.

23.6(3) Pursuant to lowa Code chapter 22, the administrator and the attorney general may keep
confidential information obtained during an investigation or audit.

191—23.7(516E) Filing procedures.

23.7(1) Prepaid envelope. The administrator may date-stamp and return material upon request if the
filing is accompanied by a self-addressed envelope large enough to return the date-stamped material and
with sufficient prepaid postage.
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23.7(2) Annual filing—late filing fee. 1f the annual filing required by Iowa Code section 516E.3 is
not filed or postmarked by the first day of August, the filing fee shall be accompanied by a late fee of
$25. If the annual filing is not filed or postmarked by the first day of September, the filing shall be
accompanied by a late fee of $50.

191—23.8(516E) Fees. The following fees are established by the commissioner:

L. Annual filing fee . . ... ... o e $100.00
2. CertifiCatiON. . . . ettt e e $5.00
3. Filing fee (filed or postmarked after August 1) ......... ... . ... i, $125.00
4. Filing fee (filed or postmarked after September 1) .......... ... ... .. ... ........ $150.00
5. Filing fee (filed or postmarked after August 1 and sales occurred) ................... $325.00
6. Filing fee (filed or postmarked after September 1 and sales occurred) ................ $350.00
7.Name Change. . ... ..o o $10.00
8. Record Copies (PET PAZE) . - . v vttt et et e e e $0.50
9. Printout Of providers. . .. ...ttt $10.00
10. Printout of iNSUrance COMPANIES . . . ..o vttt et et ettt ee e iie e $10.00

All fees are nonrefundable.

191—23.9(516E) Forms. Copies of all required forms and instructions may be obtained from the
Securities Bureau, 340 Maple Street, Des Moines, lowa 50319-0066. The public shall use Form MV-1,
Notice of Annual Filing, when dealing with the bureau, unless this requirement is waived by the
administrator. Computer-generated information may be accepted upon request. Incomplete forms will
not be processed and will be returned to the sender.

191—23.10(516E) Prohibited acts—unfair discrimination or trade practices. A motor vehicle
service contract provider shall not cause or permit any unfair discrimination between individuals of the
same class in the rates charged for any contract, in the benefits received thereunder, in any of the terms
or conditions of such contract, or in any other manner.

191—23.11(516E) Prohibited acts—unfair or deceptive trade practices involving used or rebuilt
parts.

23.11(1) Used parts. Unless the parts were rebuilt in accordance with 23.11(2), a motor vehicle
service contract provider may not use used parts to repair a motor vehicle covered by a motor vehicle
service contract without prior written authorization by the vehicle owner.

23.11(2) Rebuilt parts. A motor vehicle service contract provider may not use rebuilt parts to repair
a motor vehicle covered by a motor vehicle service contract unless:

a. The parts have been dismantled and reconstructed as necessary;

b.  All of the internal and external parts have been cleaned and made free from rust and corrosion;

c¢.  All impaired, defective, or substantially worn parts have been restored to a sound condition or
replaced with new, rebuilt, or unimpaired used parts;

d.  All missing parts have been replaced with new, rebuilt, or unimpaired used parts;

e.  All necessary operations such as rewinding or machining have been performed; and

f The parts have been put in working condition, using, if publicly available, the manufacturer’s
performance specifications in existence when the parts were originally manufactured as minimum
standards.

191—23.12(516E) Violations. Any violation of these rules shall be considered a violation of lowa Code
chapter 516E and shall be subject to the provisions of lowa Code sections S16E.6, 516E.13, and 516E.15.

191—23.13(516E) Procedures for public complaints.

23.13(1) Any member of the public or any federal, state, or local official may make and file a
complaint with the administrator. The administrator shall process each complaint made against any
provider which alleges certain acts or practices which may constitute one or more violations of the Act
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or this chapter. Complaints received from sources outside the state of lowa shall be processed in the
same manner as those originating in lowa.

23.13(2) Complaints may be mailed or delivered to the following address: Regulated Industries
Unit, Securities Bureau, 340 Maple Street, Des Moines, lowa 50319-0066.

23.13(3) All complaints shall be made in writing and shall fully identify the complainant by name
and address. If required by the administrator, complaints shall be made on forms prescribed and provided
by the administrator.

23.13(4) Oral or telephone communications may not be considered or processed as complaints.
However, any member of the administrator’s staff may make and file a complaint based upon information
and belief in reliance upon oral, telephone, or written communications received by the administrator.

These rules are intended to implement lowa Code chapter 516E.

[Filed 12/28/87, Notice 11/14/87—published 1/13/88, effective 2/17/88]
[Filed 5/27/88, Notice 4/20/88—published 6/15/88, effective 7/20/88]
[Filed 7/2/92, Notice 5/27/92—published 7/22/92, effective 8/26/92]

[Filed 10/26/01, Notice 6/27/01—published 11/14/01, effective 12/19/01]


https://www.legis.iowa.gov/docs/ico/chapter/516E.pdf
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CHAPTER 24
IOWA RETIREMENT FACILITIES

191—24.1(523D) Purpose. The following chapter is promulgated for the purpose of administering
the provisions of Iowa Code chapter 523D, the [owa retirement facilities Act, relating to senior adult
congregate living facilities and continuing care retirement communities.

191—24.2(523D) Title. The Act may be cited as the “lowa retirement facilities Act.”

191—24.3(523D) Definitions. As used in the Act and this chapter, unless the context otherwise requires:

“Act” means lowa Code chapter 523D, the lowa retirement facilities Act.

“Actuarial forecast” means an analysis which is performed by a qualified actuary or an individual
who has demonstrated to the satisfaction of the insurance division the necessary experience and
educational background. Such analysis shall be in accordance with generally accepted actuarial
principles and practices (GAAP) and shall include a statement of actuarial opinion, an actuarial balance
sheet, a cash flow projection, and a statement of applicable actuarial methodology, formulas, and
assumptions.

“Certified financial statements” means financial statements audited and certified by an independent
certified public accountant in accordance with generally accepted auditing standards.

“Certified public accountant” means a person who has received from the lowa accounting examining
board a certificate as a certified public accountant who is in good standing and who is currently registered
under lowa Code section 542C.20 or holding certified public accountant certificates issued under the laws
of another state.

“Commissioner” means the commissioner of insurance for the state of lowa.

“Financial institution” means a state or federally insured bank, savings bank, savings and loan
association, credit union, trust department thereof, or a trust company authorized to do business in the
state of Iowa.

“Person” means an individual, corporation, trust, partnership or association, or any other legal entity.

“Qualified actuary” means an individual who is a member of the American Academy of Actuaries.

“Statement of financial feasibility”” means a financial forecast, as defined by the American Institute
of Certified Public Accountants (AICPA), of the revenues, expenses, working capital needs, and
other financial requirements for the new or expanded facility or an alternative financial study in a
form acceptable to the insurance division. The forecast period should include the development or
expansion period and extend for five fiscal years from the date of initial occupancy. Unless waived
by the commissioner, the statement of financial feasibility shall include a cash flow forecast with
underlying assumptions and be presented in accordance with AICPA guidelines. The financial analysis
shall be prepared by either a qualified actuary, a certified public accountant, or an individual who has
demonstrated to the satisfaction of the insurance division the necessary experience and educational
background.

“Statement of the market feasibility” means an analysis of the market conditions which (1) identifies
and evaluates the potential market, including a demographic and economic profile of the population in
the facility’s market area; (2) identifies the existing or proposed facilities or similar businesses offering
similar services in the potential market area, including, if available, the occupancy rate for existing
facilities for the last three years; and (3) identifies the name and address of the person who prepared the
feasibility study and the experience of the person in preparing similar studies or otherwise consulting in
the field of continuing care or related health care fields.

191—24.4(523D) Administration.

24.4(1) The Act shall be administered by the regulated industries unit of the division of insurance.
Although the Iowa commissioner of insurance shall be the administrator, the Iowa superintendent
of securities, as deputy administrator, shall be the principal operations officer responsible to the



Ch24,p.2 Insurance[191] IAC 7/2/08

commissioner for the routine administration of the Act and management of the administrative staff of
the Iowa securities bureau.

24.4(2) In the absence of the commissioner, whether because of vacancy in the office, by reason
of absence, physical disability, or other cause, the superintendent of securities shall be the acting
administrator and shall, during the absence, have and exercise the authority conferred upon the
commissioner. The commissioner may from time to time delegate to the superintendent of securities
any or all of the functions assigned to the commissioner by the Act.

24.4(3) Upon request the commissioner may honor requests from providers or potential providers
for interpretative opinions indicating the commissioner’s enforcement position on a proposed course of
action detailed in the request for the interpretative opinion.

24.4(4) Upon request the commissioner may certify that photocopies provided by the division of
insurance are full, true, and correct copies of the original instrument filed, kept or recorded by the division
of insurance. The fee for the certification process is $5 per request.

191—24.5(523D) Misrepresentations.

24.5(1) A facility or provider shall not represent or imply in any manner that the facility or
provider has been sponsored, recommended, or approved or that the facility’s or provider’s abilities or
qualifications have in any respect been passed upon by the lowa division of insurance or the state of
Iowa.

24.5(2) Nonetheless, if the statements are factually correct, a facility or provider may state that a
disclosure statement has been filed with the Iowa division of insurance in accordance with the lowa
retirement facilities Act. Likewise, if the statements are factually correct, a facility or provider may state
(a) that the facility or provider has filed notice of new construction with the Iowa division of insurance in
accordance with the lowa retirement facilities Act or (b) that the commissioner of insurance has approved
the release of escrowed funds.

191—24.6(523D) Complaints.

24.6(1) The division of insurance may receive and process each complaint made against any facility
or provider which alleges certain acts or practices which may constitute one or more violations of the
provisions of the Act. Where appropriate, complaints may be referred, in whole or in part, to other
agencies. Any member of the public or the industry, or any federal, state, or local officials, may make
and file a complaint with the commissioner. Complaints may be received from sources outside the state
of lowa and processed in the same manner as those originating in lowa.

24.6(2) Before the division takes any action on a complaint, the facility or provider will be provided
with a summary of information set forth in the complaint and an opportunity to provide a response to
the allegations. If required by the division of insurance, complaints shall be made in writing on forms
prescribed and provided by that division.

191—24.7(523D) Address for filings. All complaints, inquiries, correspondence, applications, and
other filings under the Iowa retirement facilities Act or this chapter shall be addressed as follows:
Regulated Industries Unit, lowa Insurance Division, Lucas State Office Building, Second Floor, Des
Moines, Iowa 50319.

191—24.8(523D) Fees. The following fees are hereby established by the division of insurance:

1. Imitial filing fee ... ... ... $100.00
2. Annual filing fee .. ... ... $100.00
3. Certification. . . . . oot $5.00
4. Name change. . . . . ..ot $10.00
5. New construction filing fee . . . ...... ... .. .. . $250.00
6. Photocopies of records (PErpage) . . .. ..ot ittt $0.50
7. Printout of facilities . .. ... .. .o $10.00
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All fees are nonrefundable.

191—24.9(523D) Forms. The forms listed in this rule are published by the Iowa insurance division,
and copies of the forms may be obtained from the Regulated Industries Unit, lowa Insurance Division,
Lucas State Office Building, Second Floor, Des Moines, lowa 50319. The division adopts and
incorporates herein by reference the forms listed in this rule; and their use is required, where applicable,
for compliance with the provisions of the lowa retirement facilities Act and this chapter.

FORM NUMBER DESCRIPTION

RFA-1 Notice of Annual Filing. Used by continuing care retirement
communities and senior adult congregate living facilities to make
their annual filing under the Act.

RFA-2 Notice of New Construction. Used by continuing care retirement
communities and senior adult congregate living facilities to notify
the insurance division of their intent to begin new construction.

RFA-3 Release of Escrowed Funds. Used by escrow agents or facilities to
request the insurance division’s approval for the release of escrowed
funds.

191—24.10(523D) Financial statements, studies, and forecasts.

24.10(1) Financial statements shall be prepared in accordance with generally accepted accounting
principles and practices (GAAP).

24.10(2) The financial statements shall be presented in a format that allows financial analysis of
the contracting party undertaking to provide the continuing care. The contracting party may consist of
an individual facility or numerous operating units. In some cases, where the financial condition and
financial obligations of affiliated legal entities are relevant to the financial condition of the contracting
party, preparation on a consolidated basis may be necessary. The financial statements shall provide
sufficient financial disclosure to the continuing care resident to enable the resident to make an informed
decision.

24.10(3) Studies or forecasts must disclose the basic assumptions used.

24.10(4) The following audited financial statements must be filed with the annual disclosure
statement:

An income statement or a statement of revenues and expenses;
A statement of changes in equity or change in fund balances;
A balance sheet; and

A statement of cash flows.

SIS

191—24.11(523D) Amendments to the disclosure statement.

24.11(1) Amendments to the most recent disclosure statement may be filed with the division of
insurance at any time. No filing fee is required.

24.11(2) The filing shall be clearly marked to show changes from the most recent disclosure
statement filed with the division or the filing shall be accompanied by a cover letter briefly outlining
each of the sections of the disclosure statement that has been amended.

24.11(3) The filing shall consist of either (a) two copies of the disclosure statement containing the
revisions as it is distributed to a prospective resident (one copy marked to show changes) or (b) if the
changes are made by an amendment or addendum, two copies of the revised pages.

24.11(4) Changes in the operations of a provider or facility which shall require an amendment to a
disclosure statement include, but are not necessarily limited to, the following:

a. New or additional mortgages, security interests, loan commitments, long-term financing
arrangements, or leases, which transaction materially affects the real property of the facility unless
the material terms of such transaction were specifically described as a proposed transaction in the
disclosure statement.

b.  The sale of the facility to a new provider.
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c¢.  Changes in the provider’s tax status.
d. A material change in the form of the resident contract.

191—24.12(523D) Standards for the disclosure statement.

24.12(1) Readability. Documents given to residents, prospective residents, and personal
representatives, including disclosure statements and residents’ contracts, shall be drafted in accordance
with the following standards:

a. The language used shall be readable by a person of average intelligence and education.

b.  All information presented should be conveyed in a logical sequence and in a clear and direct
fashion.

c¢.  Complex and compound sentences should be avoided.

d.  Words should convey their commonly understood meanings.

e.  Definitions shall be included for words or terms which cannot properly be explained or qualified
in the text.

1 Frequent section headings should be used to permit ease in locating provisions.

g Documents shall be printed in easily legible typeface in a size easily legible to the audience to
whom the literature is directed. Upright type at least as large as 10-point type should be used.

24.12(2) Form. Documents shall be typed or printed on paper 8% by 11 inches. The disclosure
statement shall be bound or otherwise securely fastened.

24.12(3) Cover page. The cover page of the disclosure statement shall state, in a prominent location
and in bold-faced type, “Disclosure Statement,” the date of the disclosure statement, and a statement that
the delivery of the disclosure to a contracting party before the execution of a contract for the provision
of supportive services or continuing care is required by the lowa retirement facilities Act, but that the
disclosure statement has not been approved by any government agency or representative. If reference is
made to a filing with the insurance division, the disclosure shall state that the division’s review does not
ensure accuracy or completeness of the information set out.

24.12(4) Table of contents. Multipaged documents shall contain a table of contents giving a
comprehensive listing of all section headings used in the document. If the table of contents does not
appear at the beginning of the document, the location of the table of contents shall be noted on the first
page.

24.12(5) Acknowledgment. The last page of the disclosure statement shall consist of a detachable
“acknowledgment of receipt” which shall be signed and dated by the resident. A copy of the
acknowledgment shall be kept on file in the office of the provider for at least one year from the date of
the acknowledgment.

24.12(6) Advertising. The disclosure statement shall contain no sales or advertising materials. Sales
or advertising materials may be attached to the disclosure statement or packaged with the disclosure
statement if the manner of attachment or packaging does not obfuscate the cover page of the disclosure
statement.

These rules are intended to implement lowa Code chapter 523D.

[Filed 3/10/93, Notice 10/14/92—published 3/31/93, effective 6/30/93]


https://www.legis.iowa.gov/docs/ico/chapter/523D.pdf
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CHAPTER 25
MILITARY SALES PRACTICES

191—25.1(505) Purpose and authority.

25.1(1) The purpose of this chapter is to set forth standards to protect active duty service members
of the United States armed forces from dishonest and predatory insurance sales practices by declaring
certain identified practices to be false, misleading, deceptive or unfair.

25.1(2) Nothing herein shall be construed to create or imply a private cause of action for a violation
of this chapter.

25.1(3) This chapter is issued under the authority of 2007 Iowa Acts, House File 499, section 7.

25.1(4) This chapter shall apply to acts or practices committed on or after January 1, 2008.

191—25.2(505) Scope. This chapter shall apply only to the solicitation or sale of any life insurance or
annuity product by an insurer or insurance producer to an active duty service member of the United
States armed forces.

191—25.3(505) Exemptions.

25.3(1) This chapter shall not apply to solicitations or sales involving:

a. Credit insurance;

b.  Group life insurance or group annuities where in-person, face-to-face solicitation of individuals
by an insurance producer does not occur or where the contract or certificate does not include a side fund,

¢.  An application to the existing insurer that issued the existing policy or contract when a
contractual change or a conversion privilege is being exercised, when the existing policy or contract is
being replaced by the same insurer pursuant to a program filed with and approved by the commissioner,
or when a term conversion privilege is exercised among corporate affiliates;

d. Individual stand-alone health policies, including disability income policies;

e. Contracts offered by Servicemembers’ Group Life Insurance (SGLI) or Veterans’ Group Life
Insurance (VGLI), as authorized by 38 U.S.C. Section 1965 et seq.;

£ Life insurance contracts offered through or by a nonprofit military association, qualifying under
Section 501(c)(23) of the Internal Revenue Code (IRC), and which are not underwritten by an insurer; or

g Contracts used to fund:

(1) An employee pension or welfare benefit plan that is covered by the Employee Retirement and
Income Security Act (ERISA);

(2) A plan described by Section 401(a), 401(k), 403(b), 408(k) or 408(p) of the IRC, if established
or maintained by an employer;

(3) A government or church plan defined in Section 414 of the IRC, a government or church welfare
benefit plan, or a deferred compensation plan of a state or local government or tax exempt organization
under Section 457 of the IRC;

(4) A nonqualified deferred compensation arrangement established or maintained by an employer
or plan sponsor;

(5) Settlements of or assumptions of liabilities associated with personal injury litigation or of any
dispute or claim resolution process; or

(6) Prearranged funeral contracts.

25.3(2) Nothing in this rule shall be construed to abrogate the ability of nonprofit or other
organizations to educate members of the United States armed forces in accordance with Department of
Defense DoD Instruction 1344.07, Personal Commercial Solicitation on DoD Installations or successor
directive.

25.3(3) For purposes of this chapter, general advertisements, direct mail and Internet marketing
shall not constitute solicitation. Telephone marketing shall not constitute solicitation, provided the
caller explicitly and conspicuously discloses that the product concerned is life insurance and makes
no statements that avoid a clear and unequivocal statement that life insurance is the subject matter of
the telephone communication. However, nothing in this rule shall be construed to exempt an insurer
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or insurance producer from the requirements of this chapter in any in-person, face-to-face meeting
established as a result of the solicitation exemptions identified in this rule.

191

25.4(505) Definitions. For purposes of this chapter, the following definitions shall apply.

“Active duty” means full-time duty in the active military service of the United States and includes
members of the reserve component (national guard and reserve) while serving under published orders
for active duty or full-time training. The term does not include members of the reserve component who
are performing active duty or active duty for training under military calls or orders specifying periods
of less than 31 calendar days.

“Department of Defense (DoD) personnel” means all active duty service members and all civilian
employees, including nonappropriated fund employees and special government employees, of the
Department of Defense.

“Door to door” means a solicitation or sales method whereby an insurance producer proceeds
randomly or selectively from household to household without prior specific appointment.

“General advertisement” means an advertisement having as its sole purpose the promotion of the
reader’s or viewer’s interest in the concept of insurance, or the promotion of the insurer or the insurance
producer.

“Insurance producer” means a person required to be licensed under the laws of this state to sell,
solicit or negotiate life insurance, including annuities.

“Insurer” means an insurance company required to be licensed under the laws of this state to provide
life insurance products, including annuities.

“Known” or “knowingly” means, depending on its use herein, the insurance producer or insurer had
actual awareness, or in the exercise of ordinary care should have known, at the time of the act or practice
complained of, that the person solicited:

1. Is a service member; or

2. Is a service member with a pay grade of E-4 or below.

“Life insurance” means insurance coverage on human lives including benefits of endowment and
annuities, and may include benefits in the event of death or dismemberment by accident and benefits for
disability income and, unless otherwise specifically excluded, includes individually issued annuities.

“Military installation ” means any federally owned, leased, or operated base, reservation, post, camp,
building, or other facility to which service members are assigned for duty, including barracks, transient
housing, and family quarters.

“MyPay” is a Defense Finance and Accounting Service (DFAS) Web-based system that enables
service members to process certain discretionary pay transactions or provide updates to personal
information data elements without using paper forms.

“Service member” means any active duty officer (commissioned and warrant) or enlisted member
of the United States armed forces.

“Side fund” means a fund or reserve that is part of or otherwise attached to a life insurance policy
(excluding individually issued annuities) by rider, endorsement or other mechanism which accumulates
premium or deposits with interest or by other means. The term does not include:

1. Accumulated value or cash value or secondary guarantees provided by a universal life policy;

2. Cash values provided by a whole life policy which are subject to standard nonforfeiture law for
life insurance; or

3. A premium deposit fund which:

e  Contains only premiums paid in advance which accumulate at interest;

e Imposes no penalty for withdrawal;

e  Does not permit funding beyond future required premiums;

e Is not marketed or intended as an investment; and

e  Does not carry a commission, either paid or calculated.

“Specific appointment” means a prearranged appointment agreed upon by both parties and definite
as to place and time.
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“United States armed forces” means all components of the Army, Navy, Air Force, Marine Corps,
and Coast Guard.

191—25.5(505) Practices declared false, misleading, deceptive or unfair on a military installation.

25.5(1) The following acts or practices when committed on a military installation by an insurer or
insurance producer with respect to the in-person, face-to-face solicitation of life insurance are declared
to be false, misleading, deceptive or unfair:

a. Knowingly soliciting the purchase of any life insurance product door to door or without first
establishing a specific appointment for each meeting with the prospective purchaser.

b.  Soliciting service members in a group or mass audience or in a captive audience where
attendance is not voluntary.

c.  Knowingly making appointments with or soliciting service members during their normally
scheduled duty hours.

d. Making appointments with or soliciting service members in barracks, day rooms, unit areas, or
transient personnel housing or other areas where the installation commander has prohibited solicitation.

e.  Soliciting the sale of life insurance without first obtaining permission from the installation
commander or the commander’s designee.

f- Posting unauthorized bulletins, notices or advertisements.

g. Failing to present DD Form 2885, Personal Commercial Solicitation Evaluation, to service
members solicited or encouraging service members solicited not to complete or submit a DD Form 2885.

h.  Knowingly accepting an application for life insurance or issuing a policy of life insurance on
the life of an enlisted member of the United States armed forces without first obtaining for the insurer’s
files a completed copy of any required form which confirms that the applicant has received counseling or
fulfilled any other similar requirement for the sale of life insurance established by regulations, directives
or rules of the DoD or any branch of the United States armed forces.

25.5(2) The following acts or practices when committed on a military installation by an insurer or
insurance producer constitute corrupt practices, improper influences or inducements and are declared to
be false, misleading, deceptive or unfair:

a. Using DoD personnel, directly or indirectly, as representatives or agents in any official or
business capacity with or without compensation with respect to the solicitation or sale of life insurance
to service members.

b.  Using an insurance producer to participate in any United States armed forces-sponsored
education or orientation program.

191—25.6(505) Practices declared false, misleading, deceptive or unfair regardless of location.

25.6(1) The following acts or practices by an insurer or insurance producer constitute corrupt
practices, improper influences or inducements and are declared to be false, misleading, deceptive or
unfair:

a. Submitting, processing or assisting in the submission or processing of any allotment form or
similar device used by the United States armed forces to direct a service member’s pay to a third party for
the purchase of life insurance. The foregoing includes, but is not limited to, using or assisting in using
a service member’s MyPay account or other similar Internet or electronic medium for such purposes.
This subrule does not prohibit assisting a service member by providing insurer or premium information
necessary to complete any allotment form.

b.  Knowingly receiving funds from a service member for the payment of premium from a
depository institution with which the service member has no formal banking relationship. For purposes
of this rule, a formal banking relationship is established when the depository institution:

(1) Provides the service member a deposit agreement and periodic statements and makes the
disclosures required by the Truth in Savings Act, 12 U.S.C. § 4301 et seq. and the regulations
promulgated thereunder; and

(2) Permits the service member to make deposits and withdrawals unrelated to the payment or
processing of insurance premiums.
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c¢.  Employing any device or method or entering into any agreement whereby funds received from
a service member by allotment for the payment of insurance premiums are identified on the service
member’s Leave and Earnings Statement or equivalent or successor form as “savings” or “checking”
and where the service member has no formal banking relationship as defined in paragraph 25.6(1) “b.”

d.  Entering into any agreement with a depository institution for the purpose of receiving funds
from a service member whereby the depository institution, with or without compensation, agrees to
accept direct deposits from a service member with whom it has no formal banking relationship.

e. Using DoD personnel, directly or indirectly, as representatives or agents in any official or
unofficial capacity with or without compensation with respect to the solicitation or sale of life insurance
to service members who are junior in rank or grade, or to the family members of such personnel.

£ Offering or giving anything of value, directly or indirectly, to DoD personnel to procure their
assistance in encouraging, assisting or facilitating the solicitation or sale of life insurance to another
service member.

g Knowingly offering or giving anything of value to a service member with a pay grade of E-4
or below for the service member’s attendance at any event where an application for life insurance is
solicited.

h.  Advising a service member with a pay grade of E-4 or below to change the service member’s
income tax withholding or state of legal residence for the sole purpose of increasing disposable income
to purchase life insurance.

25.6(2) The following acts or practices by an insurer or insurance producer lead to confusion
regarding source, sponsorship, approval or affiliation and are declared to be false, misleading, deceptive
or unfair:

a. Making any representation, or using any device, title, descriptive name or identifier that has the
tendency or capacity to confuse or mislead a service member into believing that the insurer, insurance
producer or product offered is affiliated, connected or associated with, endorsed, sponsored, sanctioned
or recommended by the U.S. Government, the United States armed forces, or any state or federal agency
or government entity. Examples of prohibited insurance producer titles include, but are not limited
to, “Battalion Insurance Counselor,” “Unit Insurance Advisor,” “Servicemen’s Group Life Insurance
Conversion Consultant” or “Veteran’s Benefits Counselor.”

Nothing in this subrule shall be construed to prohibit a person from using a professional designation
awarded after the successful completion of a course of instruction in the business of insurance by an
accredited institution of higher learning. Such designations include, but are not limited to, Chartered
Life Underwriter (CLU), Chartered Financial Consultant (ChFC), Certified Financial Planner (CFP),
Master of Science in Financial Services (MSFS), or Masters of Science Financial Planning (MS).

b.  Soliciting the purchase of any life insurance product through the use of or in conjunction with
any third-party organization that promotes the welfare of or assists a member of the United States armed
forces in a manner that has the tendency or capacity to confuse or mislead a service member into believing
that either the insurer, insurance producer or insurance product is affiliated, connected or associated with,
endorsed, sponsored, sanctioned or recommended by the U.S. Government or the United States armed
forces.

25.6(3) The following acts or practices by an insurer or insurance producer lead to confusion
regarding premiums, costs or investment returns and are declared to be false, misleading, deceptive or
unfair:

a. Using or describing the credited interest rate on a life insurance policy in a manner that implies
that the credited interest rate is a net return on premium paid.

b.  Excluding individually issued annuities, misrepresenting the mortality costs of a life insurance
product, including stating or implying that the product costs nothing or is free.

25.6(4) The following acts or practices by an insurer or insurance producer regarding SGLI or VGLI
are declared to be false, misleading, deceptive or unfair:

a. Making any representation regarding the availability, suitability, amount or cost of or exclusions
or limitations to coverage provided to a service member or dependents by SGLI or VGLI which is false,
misleading or deceptive.
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b.  Making any representation regarding conversion requirements, including the costs of coverage,
or exclusions or limitations to coverage of SGLI or VGLI to private insurers which is false, misleading
or deceptive.

¢.  Suggesting, recommending or encouraging a service member to cancel or terminate the service
member’s SGLI policy, or issuing a life insurance policy which replaces an existing SGLI policy unless
the replacement shall take effect upon or after the service member’s separation from the United States
armed forces.

25.6(5) The following acts or practices by an insurer or insurance producer regarding disclosure are
declared to be false, misleading, deceptive or unfair:

a. Deploying, using or contracting for any lead-generating materials designed exclusively for use
with service members that do not clearly and conspicuously disclose that the recipient will be contacted
by an insurance producer, if that is the case, for the purpose of soliciting the purchase of life insurance.

b.  Failing to disclose that a solicitation for the sale of life insurance will be made when establishing
a specific appointment for an in-person, face-to-face meeting with a prospective purchaser.

c¢.  Excluding individually issued annuities, failing to clearly and conspicuously disclose the fact
that the product being sold is life insurance.

d. Failing to make, at the time of sale or offer to an individual known to be a service member, the
written disclosures required by Section 10 of the Military Personnel Financial Services Protection Act,
Pub. L. No. 109-290, p.16.

e.  Excluding individually issued annuities, when an in-person, face-to-face sale is conducted with
an individual known to be a service member, failing at the time the application is taken to provide the
applicant:

(1) An explanation of any free-look period with instructions on how to cancel if a policy is issued;
and

(2) Either a copy ofthe application or a written disclosure. The copy of the application or the written
disclosure shall clearly and concisely set out the type of life insurance and the death benefit applied for
and its expected first-year cost. A basic illustration that meets the requirements of 191—Chapter 15 and
Iowa Code chapter 507B shall be deemed sufficient to meet this requirement for a written disclosure.

25.6(6) The following acts or practices by an insurer or insurance producer with respect to the sale
of certain life insurance products are declared to be false, misleading, deceptive or unfair:

a. Excluding individually issued annuities, recommending the purchase of any life insurance
product which includes a side fund to a service member in pay grades E-4 and below unless the insurer
has reasonable grounds for believing that the life insurance death benefit, standing alone, is suitable.

b.  Offering for sale or selling a life insurance product which includes a side fund to a service
member in pay grades E-4 and below who is currently enrolled in SGLI, is presumed unsuitable unless,
after the completion of a needs assessment, the insurer demonstrates that the applicant’s SGLI death
benefit, together with any other military survivor benefits, savings and investments, survivor income,
and other life insurance are insufficient to meet the applicant’s insurable needs for life insurance.

(1) “Insurable needs” means the risks associated with premature death, taking into consideration
the financial obligations and immediate and future cash needs of the applicant’s estate and survivors or
dependents.

(2) “Other military survivor benefits” include, but are not limited to: the Death Gratuity,
Funeral Reimbursement, Transition Assistance, Survivor and Dependents’ Educational Assistance,
Dependency and Indemnity Compensation, TRICARE Healthcare benefits, Survivor Housing Benefits
and Allowances, Federal Income Tax Forgiveness, and Social Security Survivor Benefits.

¢.  Excluding individually issued annuities, offering for sale or selling any life insurance contract
which includes a side fund:

(1) Unless interest credited accrues from the date of deposit to the date of withdrawal and permits
withdrawals without limit or penalty;

(2) Unless the applicant has been provided with a schedule of effective rates of return based upon
cash flows of the combined product. For this disclosure, the effective rate of return will consider all
premiums and cash contributions made by the policyholder and all cash accumulations and cash surrender
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values available to the policyholder in addition to life insurance coverage. This schedule will be provided
for at least each policy year from one to ten and for every fifth policy year thereafter ending at the
insured’s age 100, the policy’s maturity date or the policy’s final expiration date; and

(3) Which by default diverts or transfers funds accumulated in the side fund to pay, reduce or offset
any premium due.

d.  Excluding individually issued annuities, offering for sale or selling any life insurance contract
which after considering all policy benefits, including but not limited to endowment, return of premium
or persistency, does not comply with standard nonforfeiture law for life insurance.

e.  Selling to an individual known to be a service member any life insurance product that excludes
coverage if the insured’s death is related to war, declared or undeclared, or to any act related to military
service except for an accidental death coverage, e.g., double indemnity, which may be excluded.

191—25.7(505) Reporting requirements. No insurer may participate in any military sales unless that
insurer has implemented a system to report to the Iowa insurance commissioner in a manner prescribed
by the commissioner any military sales disciplinary actions about which the insurer had actual awareness,
or in the exercise of ordinary care should have known, at the time of the action, and unless the insurer
also has reported such action to the commissioner. Failure to comply with this rule shall be a violation
of this chapter and shall subject the insurer to penalties set forth in rule 25.8(505).

191—25.8(505) Violation and penalties.

25.8(1) Any insurance producer or insurer found after hearing to have violated a provision of this
chapter shall be deemed to have committed an unfair trade practice under lowa Code chapter 507B and
shall be subject to the penalties set forth in lowa Code chapters 505 and 507B.

25.8(2) Any insurance producer or insurer found after hearing to have violated a provision of this
chapter will be reported by the commissioner pursuant to, and may be subject to, the penalties set forth in
Section 10(d) of the Military Personnel Financial Services Protection Act, Pub. L. No. 109-290 (2006).

191—25.9(505) Severability. If any provision of this chapter or the application thereof to any person
or circumstance is held invalid for any reason, the invalidity shall not affect the other provisions or any
other application of these rules which can be given effect without the invalid provisions or application.
To this end, all provisions of these rules are declared to be severable.
These rules are intended to implement lowa Code chapter 505 and 2007 lowa Acts, House File 499,
section 7.
[Filed 10/5/07, Notice 8/29/07—published 10/24/07, effective 11/28/07]


https://www.legis.iowa.gov/docs/ico/chapter/505.pdf
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CHAPTER 26
Reserved
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CHAPTER 27
PREFERRED PROVIDER ARRANGEMENTS

191—27.1(514F) Purpose. The purpose of this chapter is to encourage health care cost containment
while preserving quality of care by allowing health care insurers to enter into preferred provider
arrangements and by establishing minimum standards for preferred arrangements and the health benefit
plans associated with those arrangements.

191—27.2(514F) Definitions. As used in this chapter, unless the context otherwise requires:

“Commissioner” means the commissioner of insurance.

“Covered person” means a person on whose behalf the health care insurer is obligated to pay for or
provide health care services.

“Covered services” means health care services which the health care insurer is obligated to pay for
or provide under the health benefit plan.

“Emergency services” means, with respect to an individual enrolled with an organization, covered
inpatient and outpatient services that are furnished by a provider that is qualified to furnish such services
and are needed to evaluate or stabilize an emergency medical condition. The term “emergency medical
condition” means a medical condition manifesting itself by acute symptoms of sufficient severity,
including severe pain, that a prudent layperson, who possesses an average knowledge of health and
medicine, could reasonably expect that absence of immediate medical attention to result in one of the
following:

1. Placing the health of the individual or, with respect to a pregnant woman, the health of the
woman and her unborn child, in serious jeopardy;

2. Serious impairment to bodily function; or

3. Serious dysfunction of any bodily organ or part.

“Health benefit plan” means the health insurance policy or subscriber agreement between the
covered person or the policyholder and the health care insurer which defines the covered services and
benefit levels available.

“Health care insurer” means a third-party payer of health benefits including, but not limited to,
a person providing a policy or contract providing for third-party payment or prepayment of health or
medical expenses, including the following:

1. Individual or group accident and sickness insurance providing coverage on an expense-incurred
basis.

2. An individual or group hospital or medical service contract issued pursuant to Iowa Code
chapter 509, 514 or 514A.

3. An individual or group health maintenance organization contract regulated under lowa Code
chapter 514B.

4. An individual or group Medicare supplement policy.

5. A fraternal benefit society.

“Health care provider” or “provider” means a provider of health care services as defined in rule
34.2(514).

“Health care services” means services rendered or products sold by a health care provider within
the scope of the provider’s license. The term includes, but is not limited to, hospital, medical, surgical,
dental, vision, and pharmaceutical services or products.

“Preferred provider” means a health care provider or group of providers who have contracted to
provide specified covered services.

“Preferred provider arrangement” means a contract between or on behalf of the health care insurer
and a preferred provider which complies with all the requirements of this chapter.

191

191—27.3(514F) Preferred provider arrangements. Notwithstanding any provisions of law to the
contrary, any health care insurer may enter into a preferred provider arrangement.
27.3(1) A preferred provider arrangement shall at minimum:
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a.  Establish the amount and manner of payment to the preferred provider. The amount and manner
of payment may include capitation payments for preferred providers.

b.  Include mechanisms which are designed to minimize the cost of the health benefit plan. These
mechanisms may include among others:

(1) The review or control of utilization of health care costs.

(2) A procedure for determining whether health care services rendered are medically necessary.

c. Ensure reasonable access to covered services available under the preferred provider
arrangement.

27.3(2) A preferred provider arrangement shall not unfairly deny health benefits for medically
necessary covered services.

27.3(3) If an entity enters into a contract providing covered services with a health care provider, but
is not engaged in activities which would require it to be licensed as a health care insurer, such entity
shall file with the commissioner information describing its activities and a description of the contract or
agreement it has entered into with the health care providers. An employer which contracts with health
care providers for the exclusive benefit of that employer’s employees and employees’ dependents is
exempt from this requirement. This exemption does not apply to any producer, agent, or administrator
acting on behalf of one or more employers.

27.3(4) Rescinded IAB 7/14/99, effective 7/1/99.

191—27.4(514F) Health benefit plans.

27.4(1) A health care insurer may issue a health benefit plan which provides for incentives for
covered persons to use the health care services of a preferred provider. The policies or subscriber
agreements shall contain at least all of the following provisions:

a. A provision that if a covered person receives emergency services specified in the preferred
provider arrangement and cannot reasonably reach a preferred provider, emergency services rendered
during the course of the emergency will be reimbursed as though the covered person had been treated by
a preferred provider, subject to any restriction which may govern payment by a preferred provider for
emergency services.

b. A provision which clearly identifies the differentials in benefit levels for health care services of
preferred providers and benefit levels for health care services of nonpreferred providers.

27.4(2) If a health benefit plan provides differences in benefit levels payable to preferred providers
compared to other providers, such differences shall not unfairly deny payment for covered services
and shall be no greater than necessary to provide a reasonable incentive for covered persons to use the
preferred provider.

191—27.5(514F) Preferred provider participation requirements.

27.5(1) A health care insurer may place reasonable limits on the number or classes of preferred
providers which satisfy the standards set forth by the health care insurer, provided that there is no
discrimination against providers on the basis of religion, race, color, national origin, age, sex or marital
status.

27.5(2) Notwithstanding any other provision of this chapter, a health care insurer may issue policies
or subscriber agreements which provide benefits for health care services only if the services have
been rendered by a preferred provider, provided the program has met all standards imposed by the
commissioner for availability and adequacy of covered services.

27.5(3) A health care insurer shall file with the commissioner for the commissioner’s prior review
a prototype of any preferred provider arrangement and of the health care plan’s policy, contract, or
subscriber agreement associated with the arrangement, together with any changes in the prototype. Use
of the prototypical preferred provider arrangement and health care plan’s policy, contract, or subscriber
agreement is conditioned upon approval of these documents by the commissioner.

191—27.6(514F) General requirements. A health care insurer subject to this chapter shall be subject
to and is required to comply with all other applicable laws and rules and regulations of this state.
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191—27.7(514F) Civil penalties. Civil penalties for violation of this chapter shall be imposed in the
amount, and pursuant to the procedure, set forth in lowa Code sections 507B.6, 507B.7, and 507B.8.

191—27.8(514F) Health care insurer requirements.

27.8(1) A health care insurer shall not prohibit a participating provider from or penalize a
participating provider for discussing treatment options with covered persons, irrespective of the health
care insurer’s position on the treatment options, or from advocating on behalf of covered persons
within the utilization review or grievance processes established by the health care insurer or a person
contracting with the health care insurer.

27.8(2) A health care insurer shall not penalize a provider because the provider, in good faith, reports
to state or federal authorities any act or practice by the health care insurer that, in the opinion of the
provider, jeopardizes patient health or welfare.

These rules are intended to implement lowa Code section 514F.3 and 1999 Iowa Acts, Senate File
276.

[Filed 4/25/91, Notice 3/6/91—published 5/15/91, effective 6/19/91]
[Filed 9/9/94, Notice 4/13/94—published 9/28/94, effective 11/2/94]
[Filed 2/21/97, Notice 1/1/97—published 3/12/97, effective 4/16/97]
[Filed 4/1/98, Notice 2/11/98—published 4/22/98, effective 5/27/98]
[Filed emergency 6/25/99—published 7/14/99, effective 7/1/99]
[Filed 9/3/99, Notice 7/14/99—published 9/22/99, effective 10/27/99]


https://www.legis.iowa.gov/docs/ico/section/514F.3.pdf
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CHAPTER 28
CREDIT LIFE AND CREDIT
ACCIDENT AND HEALTH INSURANCE

191—28.1(509) Purpose. The purpose of this chapter is to protect the interests of debtors and the public
in this state by providing a system of rate, policy form, and operating standards for the transaction of
credit life and credit accident and health insurance. Compliance with any disclosure requirements in this
chapter shall not be deemed to be in compliance with the requirements set out in the lowa consumer
credit code and supporting rules. This chapter shall not be applicable to coverage provided by creditors
at their own expense where no charge is made to the insured debtors for their coverage or to coverage
which is an isolated transaction on the part of the insurer not related to an agreement or a plan for insuring
debtors of a creditor.

191—28.2(509) Definitions.

“Consumer credit transaction” shall have the same definition as set out in lowa Code section
537.1301(11) to (14).

“Credit accident and health insurance ” means insurance on a debtor or debtors to provide indemnity
for payments becoming due on a specific loan or other credit transaction while the debtor is disabled as
defined in the policy.

“Credit insurance” means both credit life and credit accident and health insurance.

“Credit life insurance” means insurance on the lives of debtors pursuant to or in connection with a
specific loan or other credit transaction.

“Creditor” means the lender of money or vendor or lessor of goods, services or property, rights or
privileges, for which payment is arranged through a credit transaction, or any successor to the right, title
or interest of any lender, vendor, or lessor, and an affiliate, associate or subsidiary of any of them or any
director, officer or employee of any of them or any other person in any way associated with any of them.

“Credit transaction” means any transaction by the terms of which the repayment of money loaned
or loan commitment made, or payment for goods, services or properties sold or leased, is to be made at
a future date or dates.

“Debtor” means a borrower of money or a purchaser or lessee of goods, services, property, rights
or privileges for which payment is arranged through a credit transaction.

“Indebtedness” means total amount repayable including principal, interest and finance charges.

“Lender-agent” means a creditor, as defined herein, who offers credit insurance or arranges for the
offering of credit insurance to debtors.

“Open-end credit” means credit extended by a creditor under an agreement in which:

1. The creditor reasonably contemplates repeated transactions;

2. The creditor imposes a finance charge from time to time on an outstanding unpaid balance; and

3. The amount of credit that may be extended to the debtor during the term of the agreement (up
to any limit set by the creditor) is generally made available to the extent that any outstanding balance is
repaid.

“Person” means any natural person, partnership, corporation or other business entity.

191—28.3(509) Rights and treatment of debtors.

28.3(1) Multiple plans of insurance. If a creditor has available to the debtors more than one plan
of credit life insurance or more than one plan of credit accident and health insurance, the debtors must
be informed of all plans applicable to the credit transaction. All relevant plans shall be fully disclosed
to the consumer prior to the preparation of any insurance documents and before the consumer becomes
obligated on the credit transaction.

28.3(2) Substitution. When a creditor requires credit life insurance, credit accident and health
insurance, or both, as additional security for an indebtedness, the debtor shall be given the option of
furnishing the required amount of insurance through existing policies of insurance owned or controlled
by the debtor or by procuring and furnishing the required coverage through any insurer authorized to
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transact insurance business in this state. If this subrule is applicable, the debtor shall be informed by the
creditor of the right to provide alternative coverage before the transaction is completed.

28.3(3) Evidence of coverage.

a. All credit insurance shall be evidenced by an individual policy, or, in the case of group
insurance, by a certificate of insurance, which individual policy or group certificate of insurance shall
be delivered to the debtor at the time the indebtedness is incurred, except as provided in the following.
If the individual policy or group certificate of insurance is not delivered to the debtor at the time the
indebtedness is incurred, a copy of the application for the policy or a notice of proposed insurance shall
be delivered to the debtor at the time the indebtedness is incurred. Upon acceptance of the insurance by
the insurer and within 30 days of the date upon which the indebtedness is incurred, the insurer shall
cause the individual policy or group certificate of insurance to be delivered to the debtor.

b.  Each individual policy or group certificate of credit insurance delivered or issued for delivery
in this state shall, in addition to the other requirements of law, set forth:

(1) The name and home office address of the insurer and, on group certificates, an identification of
the master policy;

(2) The identity of the insured debtor by name or any other reasonable alternative method of
identification approved by the insurance commissioner;

(3) The amount of premium or identifiable insurance charge to the debtor, separately for the credit
life insurance and credit accident and health insurance;

(4) A description of the coverage including the amount and term thereof;

(5) Any exceptions, limitations and restrictions;

(6) A statement that the benefits will be paid to the creditor to reduce or extinguish the indebtedness,
and any excess shall be paid to a beneficiary, other than the creditor, named by the debtor or to the debtor’s
estate.

c. A policy, certificate of credit insurance or notice of proposed insurance shall not contain
provisions which would encourage misrepresentation or which are unjust, unfair, inequitable,
misleading, deceptive or contrary to law or to the public policy of this state.

d. A credit life insurance or credit accident and health insurance policy violates paragraph “c” if
it provides an amount of insurance less than the amount necessary to discharge the indebtedness, when
it does not set forth clearly the information on the insured debtor’s policy or certificate in not less than
10-point bold-faced type or in some other prominent method approved by the commissioner.

e. A notice of proposed insurance or a copy of the application for the policy, when delivered
pursuant to paragraph “a” as evidence of coverage, violates paragraph “c” above, if it does not set forth
the name and home office of the insurer; the name or names of the debtor; the premium or amount of
payment by the debtor, separately for credit life or credit accident and health insurance; the amount, term
and a brief description of the coverage provided. The copy of the application for, or notice of proposed
insurance, shall also refer exclusively to insurance coverage and shall be separate and apart from the
loan, sale or other credit statement of account, instrument, or agreement, unless the information required
by this subrule is prominently disclosed.

£ If an insurer other than the insurer named on the application, notice of proposed insurance,
policy or certificate of insurance accepts the risk, the debtor shall receive a new policy or certificate of
insurance setting forth the name and home office address of the substituted insurer and the amount of
the premium to be charged and, if the amount of the new premium is less, an appropriate refund shall be
made.

g If an insured debtor states that the debtor is under the maximum age for insurance, but is not,
the insurer shall return the premium when this is discovered and no benefit will be paid.

h.  Ifthe insurer accepts premiums where the debtor has correctly stated the debtor’s age, insurance
coverage shall be effective regardless of age limitations or age exclusions unless a premium refund is
made within 30 days following the date the application or notice of proposed insurance is received by
the insurer.

i.  No statements made by a debtor shall be used by an insurer as a basis for denying a claim unless
the statement is contained in a written application for insurance signed by the debtor, a copy of which is



IAC 7/2/08 Insurance[191] Ch 28, p.3

or has been furnished to the debtor or to the debtor’s beneficiary, and the form of which has been filed
with and approved by the insurance commissioner for use in connection with the policy form in question.

j. An application must identify the insurer providing the coverage. An application signed by
the debtor is required whenever the policy contains an exclusion on account of age or other eligibility
requirement.

28.3(4) Claims processing. All claims shall be promptly reported to the insurer or its designated
claim representatives, and the insurer shall maintain adequate claim files. All claims shall be settled
as soon as possible and in accordance with the terms of the insurance contract, but in no event shall
claims be settled more than 30 days after notification of the claim and compliance by the debtor of all
requirements under the policy. All claims shall be paid or credited to the claimant pursuant to the policy
provisions, or upon direction of the claimant to one specified. No plan or arrangement shall be used
whereby any person, firm or corporation other than the insurer or its designated claim representative
shall be authorized to settle or adjust claims. The creditor shall not be designed as claim representative
for the insurer in adjusting claims. However, a group policyholder may, by arrangement with the group
insurer, pay or credit the claims due to the group policyholder subject to audit and review by the insurer.

28.3(5) Termination of group credit insurance policy.

a. If a debtor is covered by a group credit insurance policy providing for the payment of single
premiums to the insurer, then provision shall be made by the insurer that in the event of termination of
the policy for any reason, insurance coverage with respect to any debtor insured under the policy shall
be continued for the entire period for which the single premium has been paid.

b.  Ifadebtoris covered by a group credit insurance policy providing for the payment of premiums
to the insurer on a monthly outstanding balance basis, then the policy shall provide that, in the event of
its termination for whatever reason, the termination notice shall be given to the insured debtor at least 30
days prior to the effective date of termination except where replacement of the coverage by the same or
another insurer in the same or greater amount takes place without lapse of coverage. The notice required
in this paragraph shall be given by the insurer or, at the option of the insurer, by the creditor.

28.3(6) Interest on premiums. If the creditor adds identifiable insurance charges or premiums for
credit insurance to the indebtedness and any direct or indirect finance carrying, credit or service charge
is made to the debtor on the insurance charges or premiums, the creditor must remit and the insurer shall
collect the premium within 60 days after it is added to the indebtedness.

28.3(7) Renewal or refinancing of the indebtedness. 1f the indebtedness is discharged due to renewal
or refinancing prior to the scheduled maturity date, the insurance in force shall be terminated before any
new insurance may be issued in connection with the renewed or refinanced indebtedness. In all cases of
termination prior to scheduled maturity, a refund shall be paid or credited to the debtor as provided in
rule 28.8(509). In any renewal or refinancing of the indebtedness, the effective date of the coverage as
respects any policy provision shall be deemed to be the first date on which the debtor became insured
under the policy covering the indebtedness which was renewed or refinanced, at least to the extent of the
amount and term of the indebtedness outstanding at the time of renewal and refinancing of the debt. This
subrule shall apply to all consumer credit transactions renewed pursuant to lowa Code section 537.2504
or 537.2505.

28.3(8) Maximum aggregate provisions. A provision in a policy or certificate that sets a maximum
limit on total payments must apply only to that policy or certificate.

28.3(9) Voluntary prepayment of indebtedness. If a debtor prepays the indebtedness other than as a
result of death or through a lump sum disability payment:

a. Any credit life insurance covering the indebtedness shall be terminated and an appropriate
refund of the credit life insurance premium shall be paid to the debtor in accordance with rule 28.9(509);
and

b.  Any credit accident and health insurance covering the indebtedness shall be terminated and an
appropriate refund of the credit accident and health insurance premium shall be paid to the debtor in
accordance with rule 28.9(509). If a claim under the coverage is in progress at the time of prepayment,
the amount of refund may be determined as if the prepayment did not occur until the payment of benefits
terminates. No refund need be paid during any period of disability for which credit accident and health
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benefits are payable. A refund shall be computed as if prepayment occurred at the end of the disability
period.

28.3(10) Involuntary prepayment of indebtedness. If an indebtedness is prepaid by the proceeds of
a credit life insurance policy covering the debtor or by a lump sum payment of a disability claim under
a credit insurance policy covering the debtor, then it shall be the responsibility of the insurer to see that
the following are paid to the insured debtor, if living, or the beneficiary, other than the creditor, named
by the debtor or to the debtor’s estate:

a. In the case of prepayment by the proceeds of a credit life insurance policy, or by the proceeds
of a lump sum total and permanent disability benefit under credit life coverage, an appropriate refund of
the credit accident and health insurance premium in accordance with rule 28.9(509);

b.  In the case of prepayment by a lump sum disability claim, an appropriate refund of the credit
life insurance premium in accordance with rule 28.9(509);

c¢. In either case, the amount of the benefits in excess of the amount required to repay the
indebtedness after crediting any unearned interest or finance charges.

28.3(11) Amounts to be insured.

a. Credit life insurance benefits shall be consistent with the premium charge. Credit life
insurance may provide benefits in amounts which do not exceed, but may be less than, the scheduled
amount of indebtedness, including unearned interest or finance charges, or the actual amount of unpaid
indebtedness, whichever is greater.

b.  Credit accident and health insurance may provide benefits not exceeding the amount of
outstanding indebtedness inclusive of unearned interest or finance charges.

191—28.4(509) Policy forms and related material.

28.4(1) Permissible forms. Credit life insurance and credit accident and health insurance shall be
issued only in the following forms:

a. Individual policies of life insurance issued to debtors on the term plan;

b.  Individual policies of accident and health insurance issued to debtors on a term plan or disability
benefit provisions in individual policies of credit life insurance;

¢.  Group policies of life insurance issued to creditors providing insurance upon the lives of debtors
on the term plan;

d.  Group policies of accident and health insurance issued to creditors on a term plan insuring
debtors or disability benefit provisions in group credit life insurance policies to provide such coverage.

28.4(2) Filing requirements. All policies, certificates of insurance, notices of proposed insurance,
applications for insurance, endorsements, disclosure forms and riders delivered or issued for delivery in
this state must be filed and approved by the insurance commissioner prior to use of the form.

28.4(3) Issuance of policies. All policies of credit life insurance and credit accident and health
insurance shall be delivered or issued for delivery in this state only by an insurer authorized to do
an insurance business herein. No person shall, directly or indirectly, act within this state as agent in
receiving or procuring applications for credit insurance for any company until procuring from the
insurance commissioner a license to act as agent for that company.

191—28.5(509) Determination of reasonableness of benefits in relation to premium charge.

28.5(1) General standard. Under the credit insurance law, benefits provided by credit insurance
policies must be reasonable in relation to the premium charged. This requirement is satisfied if the
premium rate charged develops or may be reasonably expected to develop a loss ratio of not less than
50 percent. With the exception of deviations approved under rule 28.11(509), the rates shown in rules
28.7(509) and 28.8(509), as adjusted pursuant to rule 28.10(509), shall be conclusively presumed to
satisfy this general standard.

28.5(2) Nonstandard coverage. If any insurer files for approval of any form providing coverage
more restrictive than that described in rules 28.7(509) and 28.8(509), the insurer shall demonstrate to
the satisfaction of the insurance commissioner that the premium rates to be charged for the restricted
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coverage will develop or may be reasonably expected to develop a loss ratio not less than that
contemplated for standard coverage at the premium rates described in these rules.

28.5(3) Coverage without separate charge. If no specific charge is made to the debtor for credit
insurance, the standards of this rule are not required to be used; but any premium rates resulting from the
standards used which exceed the premium rate standards set out in rules 28.7(509) and 28.8(509) must be
filed with the insurance commissioner. For purposes of this subrule, it will be considered that the debtor
is charged a specific amount for insurance if an identifiable charge for insurance is disclosed in the credit
or other instrument furnished the debtor which sets out the financial elements of the credit transactions,
or if there is a differential in finance, interest, service or other similar charge made to debtors who are in
like circumstances, except for their insured or noninsured status.

191—28.6 Reserved.

191—28.7(509) Credit life insurance rates.
28.7(1) Premium rate. Credit life insurance premium rates for the insured portion of an indebtedness
repayable in equal monthly installments, where the insured portion of the indebtedness decreases

6 _ 3

uniformly by the amount of the monthly installment paid, shall be as set forth in paragraphs “a” and
“b” below. Paragraph “c” below refers to premium rates for other types of benefits either alone or in
combination with the type of benefits applicable to paragraphs “a” and “b.”

a. $.89 per month per $1,000 of outstanding principal balance if premiums are payable on a
monthly outstanding balance basis.

b.  Gross coverage — decreasing term. If premiums are payable on a single premium basis and
the amount of insurance decreases in equal monthly amounts, the prima facie premium rate shall be $.58
per annum per $100 of initial insured indebtedness.

c¢.  Gross coverage — level term. If premiums are payable on a single premium basis when the
benefit provided is level term, the prima facie rate shall be $1.07 per annum per $100 of initial insured
indebtedness.

d.  Joint coverage on either of the bases in paragraph “a,” “b,” or “c” of this subrule shall be 166
percent of the specific rate for that type of coverage.

e. A combination of the appropriate rate for level term and the appropriate rate for decreasing
term (with equal decrements), if coverage provided is a combination of level term and decreasing term
(with equal decrements).

f If the benefits provided are other than those described in the introduction to this subrule,
premium rates for the benefits shall be actuarially consistent with the rates provided in paragraphs “a, ”
“b,” “c,” and “d” above.

28.7(2) The premium rates in 28.7(1) shall apply to policies providing credit life insurance to be
issued with or without evidence of insurability, to be offered to all debtors, and containing:

a. No exclusions other than suicide within six months of the incurred indebtedness; and

b.  Either no age restrictions or age restrictions making ineligible for coverage debtors 65 or over
at the time the indebtedness is incurred or debtors having attained age 66 or over on the maturity date of
the indebtedness.

¢.  Insurance written in connection with an open-end credit plan may exclude from the classes
eligible for insurance classes of debtors determined by age, and provide for the cessation of insurance or
reduction in the amount of insurance upon attainment of not less than age 65.

d.  On insurance written in connection with closed-end credit plans and open-end credit plans
where the amount of insurance is based on or limited to the outstanding unpaid balance, no provision
excluding or denying a claim for death resulting from a preexisting condition except for those conditions
for which the insured debtor received medical diagnosis or treatment within six months preceding the
effective date of coverage and which caused or substantially contributed to the death of the insured debtor
within six months following the effective date of coverage. The effective date of coverage for each part
of the insurance attributable to a different advance or charge to the plan account is the date on which the
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advance or charge is posted to the plan account. Other more restrictive provisions may be used subject
to appropriate rate adjustment approved by the insurance commissioner.

191—28.8(509) Credit accident and health insurance.

28.8(1) Premium rate. Credit accident and health insurance premium rates for the insured portion of
an indebtedness repayable in equal monthly installments, where the insured portion of the indebtedness
decreases uniformly by the amount of the monthly installment paid, shall be as set forth in paragraphs
“a” and “b” below. Paragraphs “c,” “d” and “e” refer to premium rates for other types of benefits
either alone or in combination with the type of benefits applicable to paragraphs “a” and “b.”

a. If premiums are payable on a single premium basis for the duration of the coverage, the rates

shall be as follows:

Single Premium Per $100 of Initial Insured Indebtedness

Nonretroactive Retroactive
14-Day 30-Day 14-Day 30-Day
Months Elimination Elimination Elimination Elimination

12 $1.26 $0.72 $1.98 $1.53
24 $1.98 $1.44 $2.70 $2.25
36 $2.70 $2.16 $3.42 $2.97
48 $3.15 $2.61 $3.87 $3.42
60 $3.51 $2.97 $4.23 $3.78

Credit accident and health insurance rates for durations less than 12 months shall be derived by
multiplying the number of months by one-twelfth of the 12-month rate. Rates for durations of more
than 12 months but less than 60 months, which are not listed above shall be derived by straight-line
interpolation between the listed rates, with the results rounded to the nearest cent. Rates for durations
exceeding 60 months shall be derived by adding 3 cents to the 60-month rate for each month in excess
of 60 months and rounding to the nearest cent.

b.  Ifpremiums are paid on the basis of a premium rate per month per $1,000 of outstanding insured
indebtedness, these premiums shall be computed according to the following formula or according to
a formula approved by the insurance commissioner which produces rates actuarially equivalent to the
single premium rates:

Op, =20 SP,

n+l

Where SP,=Single Premium Rate per $100 of initial insured indebtedness repayable in n equal
monthly installments.

Op=Monthly Outstanding Balance Premium Rate per $1,000.

n=0Original repayment period, in months.

c¢.  The actuarial equivalent of paragraphs “a” and “b” shall be used if the coverage provided is a
constant maximum indemnity for a given period of time.

d.  Anappropriate combination of the premium rate for a constant maximum indemnity for a given
period of time and the premium rate for a maximum indemnity which decreases in even amounts per
month, if the coverage provided is a combination of a constant maximum indemnity for a given period
of time after which the maximum indemnity begins to decrease in even amounts per month.

e.  If the benefits provided are other than those described in paragraph “a” above, rates shall be
actuarially consistent with rates provided in paragraphs “a,” “b,” “c” and “d.”

f The outstanding balance rate for credit accident and health insurance may be either a
term-specified rate or may be a single composite term outstanding balance rate applicable to all loans
made under open-end or closed-end credit plans.
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28.8(2) The premium rates in 28.8(1) shall apply to all policies providing credit accident and health
insurance, be issued with or without evidence of insurability, be offered to all eligible debtors, and
contain:

a. No provision excluding or denying a claim for disability resulting from preexisting conditions
except for those conditions for which the insured debtor received medical advice, diagnosis or treatment
within six months preceding the effective date of the debtor’s coverage and which caused loss within the
six months following the effective date of coverage. On insurance written in connection with closed-end
credit plans and open-end credit plans where the amount of insurance is based on or limited to the
outstanding unpaid balance, the effective date of coverage for each part of the insurance attributable
to a different advance or charge to the plan account is the date on which the advance or charge is posted
to the plan account.

b.  No other provision which excludes or restricts liability in the event of disability caused in a
specific manner except that it may contain provisions excluding or restricting coverage in the event of
normal pregnancy and intentionally self-inflicted injuries.

c¢.  No actively-at-work requirement more restrictive than one requiring that the debtor be actively
at work at a full-time gainful occupation on the effective date of coverage. “Full-time” means a regular
work week of not less than 30 hours. A debtor shall be deemed to be actively at work if absent from
work due solely to regular day off, holiday or paid vacation.

d. No age restrictions, or only age restrictions making ineligible for coverage debtors 65 or over
at the time the indebtedness is incurred or debtors who will have attained age 66 or over on the maturity
date of the indebtedness.

e. A daily benefit equal in amount to one-thirtieth of the monthly benefit payable under the policy
for the indebtedness.

£ A definition of “disability” which provides that during the first 12 months of disability the
insured shall be unable to perform the duties of the occupation at the time the disability occurred, and
thereafter the duties of any occupation for which the insured is reasonably fitted by education, training
or experience. This paragraph shall not apply to lump-sum disability coverage.

g Insurance written in connection with an open-end credit plan may exclude from the classes
eligible for insurance classes of debtors determined by age and provide for the cessation of insurance or
reduction in the amount of insurance upon attainment of not less than age 66.

191—28.9(509) Refund formulas.

28.9(1) Refund formulas must be filed with and approved by the insurance commissioner prior to
use.

28.9(2) In the event of termination, no charge for credit insurance may be made for the first 15 days
of a loan month and a full month may be charged for 16 days or more of a loan month.

28.9(3) The requirement that refund formulas be filed with the insurance commissioner shall be
considered fulfilled if the refund formulas are set forth in the individual policy or group certificate filed
with the insurance commissioner.

28.9(4) No refund of $1 or less need be made.

191—28.10(509) Experience reports and adjustment of prima facie rates.

28.10(1) Each insurer doing insurance business in this state shall annually file with the insurance
commissioner and the NAIC Support and Services Office a report of credit life and credit accident
and health business written on a calendar-year basis. The report shall utilize the Credit Insurance
Supplement-Annual Statement Blank as approved by the National Association of Insurance
Commissioners. The filing shall be made in accordance with and no later than the due date in the
instructions to the annual statement and should be sent separately to the life and health bureau.

28.10(2) The insurance commissioner will, no later than on a triennial basis, review the loss ratio
standards set forth in rule 28.5(509), and the prima facie rates set forth in rules 28.7(509) and 28.8(509)
and determine the rate of expected claims on a statewide basis, compare the rate of expected claims with
the rate of actual claims for the preceding triennium determined from the incurred claims and earned
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premiums at prima facie rates reported in the annual statement supplement, and publish the adjusted
actual statewide prima facie rates to be used by insurers during the next triennium. These rates will
reflect the difference between (a) actual claims based on experience; and (b) expected claims based
on the loss ratio standards set forth in rule 28.5(509) applied to the prima facie rates set forth in rules
28.7(509) and 28.8(509).

28.10(3) The actual prima facie rates adjusted pursuant to subrule 28.10(2) above shall be published
by bulletin from the insurance commissioner to all credit life and credit accident and health insurers
licensed in Iowa.

191—28.11(509) Use of rates—direct business only.

28.11(1) A4s used in this rule:

“Earned premiums” means gross written premiums minus refunds on terminations, with this result
adjusted for the change in unearned premium reserve.

“Experience” means “earned premiums” and “incurred claims” during the experience period.

“Experience period” means the most recent period of time for which experience is reported, but not
for a period longer than three full years.

“Incurred claims” means total claims paid during the experience period, adjusted for the change in
claim reserve.

28.11(2) Use of prima facie rates. An insurer that files rates or has rates on file that are not in excess
of the prima facie rates shown in rules 28.7(509) and 28.8(509), to the extent adjusted pursuant to rule
28.10(509), may use those rates without further proof of their reasonableness.

28.11(3) Use of rates higher than prima facie rates. An insurer may file for approval of and use
rates that are higher than the prima facie rates shown in rules 28.7(509) and 28.8(509), to the extent
adjusted pursuant to rule 28.10(509), if it can be expected that the use of higher rates will result in a
ratio of claims incurred to premiums earned (assuming the use of the higher rates) that is not less than
50 percent for those accounts to which the higher rates apply and that the upward deviations will not
result on a statewide basis in that insurer having a ratio of claims incurred to premiums earned less than
the expected loss ratio underlying the current prima facie rate developed or adjusted pursuant to rule
28.10(509).

If rates higher than the prima facie rates shown in rules 28.7(509) and 28.8(509), to the extent
adjusted pursuant to rule 28.10(509), are filed for approval, the filing shall specify the account to which
the rates apply. The rates may be:

a.  Applied uniformly to all accounts of the insurer; or

b.  Applied on an equitable basis approved by the insurance commissioner to only one or more
accounts of the insurer for which the experience has been less favorable than expected.

28.11(4) Approval period of deviated rates.

a. A deviated rate will be in effect for a period of time not longer than three years based on the
most recent three-year experience period. An insurer may file for a new rate before the end of a rate
period, but not more often than once during any 12-month period.

b.  Notwithstanding the provision of 28.11(2), if an account changes insurers, the rate approved
to be used for the account by the prior insurer is the maximum rate that may be used by the succeeding
insurer for the remainder of the rate approval period approved for the prior insurer or until a new rate is
approved for use on the account, if sooner.

28.11(5) Use of rates lower than filed rates. An insurer may at any time use a rate for an account
that is lower than its filed rate without notice to the insurance commissioner.

191—28.12(509) Supervision of credit insurance operations.

28.12(1) Each insurer transacting credit insurance in this state shall be responsible for conducting
a thorough periodic review of creditors, with respect to their credit insurance business, to ensure
compliance with the insurance laws of this state and the rules promulgated by the insurance
commissioner. The review required above shall include, but not be limited to, a determination that:

a. The proper charges are being made by the creditor;
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b.  The proper refunds are being made;

c¢.  All known claims are being filed and properly handled;

d.  Amounts of insurance payable on death in excess of the amount necessary to discharge the
indebtedness are properly refunded; and

e. The creditor is promptly and fairly processing complaints concerning its credit insurance
operations and is maintaining proper procedures for and records of the complaints processed.

28.12(2) Written records of the reviews shall be maintained by the insurer for review by the insurance
commissioner.

191—28.13(509) Prohibited transactions. The following practices, when engaged in by insurers in
connection with the sale or placement of credit insurance, or as an inducement, shall constitute unfair
methods of competition and shall be subject to the unfair trade practices Acts of this state.

28.13(1) The offer or grant by an insurer to a creditor of any special advantage or any service not
set out in either the group insurance contract or in the agency contract, other than the payment of agent’s
commissions.

28.13(2) Agreement by an insurer to deposit with a bank or financial institution money or securities
of the insurer with the design or intent that the same shall affect or take the place of a deposit of money
or securities which otherwise would be required of the creditor by the bank or financial institution as a
compensating balance or offsetting deposit for a loan or other advancement.

28.13(3) Deposit by an insurer of money or securities without interest or at a lesser rate of interest
than is currently being paid by the creditor, bank or financial institution to other depositors of like
amounts. This subrule shall not be construed to prohibit the maintenance by an insurer of demand
deposits or premium deposit accounts reasonably necessary for use in the ordinary course of the insurer’s
business.

28.13(4) Failure by the insurance companies to refund, within a reasonable time period, unearned
premiums to the person who originally paid the premium.

28.13(5) Misrepresentation or deception by the lender-agent by either leading a borrower to believe
that the borrower must purchase insurance from a specific insurance company or failing to inform the
borrower that insurance is not mandatory and by including the cost of insurance premiums in all loan
quotations.

28.13(6) Any representation, either express or implied, that could reasonably cause a borrower
to believe that the loan might be jeopardized if insurance is not purchased through the recommended
channels and, by taking advantage of the weak bargaining position of the debtor, cause the purchase
of insurance which might not otherwise be wanted.

28.13(7) Claim adjusting not in reasonable conformity with policy provisions.

28.13(8) Failure by both companies and agents to inform the debtor of coverage.

28.13(9) Charging rates that are unfairly discriminatory in that the company charges different
rates for identical groups with similar mortality, morbidity, expenses and other valid underwriting
characteristics.

28.13(10) Any violation of Iowa Code chapter 507B or lowa Code section 714.16.

191—28.14(509) Disclosure and readability.

28.14(1) Disclosure. When a premium or identifiable charge is payable by a debtor for credit
insurance coverage offered by a creditor, at the time insurance is applied for, disclosures shall be
made to the principal debtor and copies given and retained, in accordance with state and federal law.
The creditor shall also disclose the optional nature of the coverage, premium or identifiable charge
separately by type of coverage, eligibility requirements, and policy limitations and exclusions. These
disclosures shall be made prominently above the space for the signature indicating election to obtain
the coverage. These disclosures may be made in conjunction with either (a) the federal truth-in-lending
disclosure, or (b) a notice of proposed insurance, or insurance policy or certificate.
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28.14(2) Readability. The insurance commissioner shall not approve any form unless the policy or
certificate is written in nontechnical, readily understandable language, using words of common everyday
usage:

a.  Each insurer is required to test the readability of its policies or certificates by use of the Flesch
Readability Formula, as set forth in Rudolf Flesch, The Art of Readable Writing (1949, as revised 1974);

b. A total readability score of 40 or more on the Flesch scale is required;

c.  All policies or certificates within the scope of this rule shall be filed with the insurance
commissioner accompanied by a certification setting forth the Flesch score and certifying the compliance
with the guidelines set forth in this rule.

191—28.15(509) Severability. If any provision or clause of this chapter or its application to any person
or situation is held invalid, the invalidity shall not affect any other provision or application of the chapter
which can be given effect without the invalid provision or application, and to this end the provisions of
this chapter are declared severable.

191—28.16(509) Effective date.

28.16(1) This chapter shall take effect January 1, 1991.

28.16(2) Any deviations thought to be appropriate by an insurer as a result of promulgation of this
chapter shall be filed in accordance with the provisions of rule 28.11(509) no later than January 1, 1991.

28.16(3) Certificates, notices of proposed insurance and premium rates in connection with existing
group policies shall conform to the requirements of this chapter not later than the anniversary date of the
group policy next following January 1, 1991.

191—28.17(509) Fifteen-day free examination. The certificate of insurance, notice of proposed
insurance, or individual policy may be returned to the creditor within 15 days of receipt of the policy
or certificate for a full refund of premium paid, if after examination, the debtor(s) is not satisfied with
the insurance for any reason. Notice of the 15-day free examination right shall be prominently printed
upon the cover of the insurance policy, certificate of insurance or notice of proposed insurance.
These rules are intended to implement lowa Code chapter 509.
[Filed 6/21/90, Notice 5/16/90—published 7/11/90, effective 1/1/91]
[Filed emergency 1/14/94—published 2/2/94, effective 1/14/94]
[Filed emergency 2/25/94—published 3/16/94, effective 2/25/94]
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CHAPTER 29
CONTINUATION RIGHTS UNDER GROUP ACCIDENT
AND HEALTH INSURANCE POLICIES

191—29.1(509B) Definitions. As used in this chapter:

“COBRA” means Title X of the federal Consolidated Omnibus Budget Reconciliation Act (P.L.
99-272), as amended by the Tax Reform Act of 1986 (P.L. 99-514).

“Continuation right” refers to the right under lowa Code chapter 509B of an employee or member
or the employee’s or member’s spouse and dependent children whose coverage under a group accident
and health insurance policy would terminate because of termination of employment or membership or
dissolution or annulment of marriage or death of the employee or member to continue their accident and
sickness insurance under the policy for the period, and under the terms specified, in that chapter.

“Employer” means that person which provides group accident or health insurance to its employees,
or former employees, or the dependents of such persons, regardless of whether the employer directly
contracts with an insurance company for a policy or obtains insurance by virtue of its membership in an
organization which is deemed to be a “group policyholder.”

“Group policyholder” means a person which both contracts with an insurance company for accident
or health insurance policies and provides group accident or health insurance to individuals by virtue of
their membership in an organization. An organization shall not be deemed to be a “group policyholder”
to the extent that its members are “employers” and those “employers” in turn provide benefits to their
employees and their dependents under the “employer’s” benefit plan. Hence, if an individual has group
accident or health insurance by virtue of employment, all obligations fall on the “employer” even if that
insurance is provided by virtue of the “employer’s” membership in an organization which is deemed to
be a “group policyholder.”

“Policy” means the group accident and health insurance policy maintained by an employer or
group policyholder for the employer’s employees or group policyholder’s members to implement the
employer’s or group policyholder’s benefit plan for its employees or members.

191—29.2(509B) Notice regarding continuation rights.

29.2(1) An employer or group policyholder must provide written notice of the continuation right
arising by virtue of termination of employment or membership, other than the notice required by lowa
Code section 509B.3(7), no later than ten days after termination.

29.2(2) The employee or member shall make an election regarding continuation of coverage in
writing within ten days of the later of the date the insurance coverage would cease by virtue of termination
of employment or membership or the date the notice set forth in subrule 29.2(1) is given and pay the
premiums for the continuation coverage within 31 days of the date the group insurance would otherwise
terminate. Payment by the employee or member shall be made in advance of coverage commencing.

29.2(3) An employer or group policyholder need only give written notice of termination of
continuation coverage by reason of nonpayment of premium by the employee or member once, in
advance, to the employee or member in some general form such as the certificate of coverage referred
to in section 509B.3(7).

29.2(4) In the event of a right to continuation coverage arising because of dissolution or annulment
of marriage or death of the employee or member, the person eligible for continuation, who shall be the
spouse or the custodial parent or legal guardian on behalf of a dependent child, must notify the employer
or group policyholder of the occurrence of the event within 30 days after the dissolution or annulment
of marriage or death of the employee or member. Within ten days of receipt of that notice, the employer
or group policyholder shall give the person notice of the continuation right, and that person shall have
ten days from the date the latter notice is received to elect continuation coverage in writing from the
employer or group policyholder.

29.2(5) An election to continue coverage received by an employer or group policyholder from an
employee or member or other eligible person shall be promptly transmitted to the issuer of the policy.
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The issuer shall then cause coverage to be effective within ten days of receipt by the employer or group
policyholder of the election, subject to receipt of the premium from the employee or member.

29.2(6) Notwithstanding subrule 29.2(5), continuation coverage shall run from the date of the
qualifying event. An adequate premium to cover this period may be charged by an insurer.

191—29.3(509B) Qualifying events for continuation rights.

29.3(1) A dependent child ceasing to be a dependent of its parent or legal guardian is not an event
qualifying for a continuation right.

29.3(2) Loss of continuation rights under COBRA, chapter 509B, or any other state group health
insurance continuation law, is not an event qualifying for a continuation right.

29.3(3) Multiple qualifying events shall not be recognized under chapter 509B.

29.3(4) Voluntary termination of membership in an association shall not be a qualifying event.

191—29.4(509B) Interplay between chapter 509B and COBRA.

29.4(1) In the event an employee is eligible for a continuation right under lowa Code chapter 509B
and is also eligible for continuation of benefits from the employer under COBRA, an employer shall be
deemed to comply with the requirements of chapter 509B if the employer offers to qualified beneficiaries
the continuation right under COBRA. An election in favor of COBRA continuation shall satisfy the
requirements of chapter 509B.

29.4(2) In lieu of, and as an alternative to the procedure set forth in subrule 29.4(1), the employer
may give the employee continuation benefits, and charge the employee for continuation costs, on terms
most favorable to the employee, as between chapter S09B and COBRA. For example, an employee could
offer continuation for the period provided in COBRA — 18 months, as opposed to the 9 months under
chapter 509B — but only at the cost to the employee allowable under chapter 509B — 100 percent of
the per-employee cost, as opposed to the 102 percent per-employee cost allowable under COBRA.

191—29.5(509B) Effective date for compliance.

29.5(1) An insurer renewing an existing policy on or after July 1, 1987, shall provide a continuation
right in its policy no later than the renewal date of the policy.

29.5(2) Policies issued or delivered on or after July 1, 1987, shall contain the continuation right as
of the date of issuance or delivery.

These rules are intended to implement lowa Code sections 509B.3 and 509B.5.

[Filed 7/24/87, Notice 6/17/87—published 8/12/87, effective 9/16/87]
[Filed emergency 9/18/87—published 10/7/87, effective 9/18/87]
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LIFE AND HEALTH INSURANCE

CHAPTER 30

LIFE INSURANCE POLICIES
[Prior to 10/22/86, Insurance Department[510]]

191—30.1(508) Purpose. In the best interest of the citizens of Iowa and to maintain a fair and honest
life insurance market, certain types of life policy forms and certain policy provisions shall be either
prohibited, altered or clarified as set out herein.

191—30.2(508) Scope. These rules shall apply to all insurance policies issued by insurance companies
holding a certificate of authority under the provisions of lowa Code chapter 508.

191—30.3(508) Definitions. Certain life insurance policy forms and provisions referred to herein shall
have the following meaning:

30.3(1) Founders policy. The term or name assigned to a policy of insurance offered to the public by
a newly organized stock life insurance company, issued on a participating basis with the representations
that the purchasers will share preferentially in the future divisible surplus earnings of the company arising
from all classes of business, both participating and nonparticipating, and all plans of insurance.

30.3(2) Profit-sharing policy. It is any policy form which contains provisions or is represented in
such a way that the policyholder will be eligible to preferentially participate in any future distribution of
general corporate profits.

30.3(3) Coupon policy. It is any policy or contract of life insurance, other than annuity, which
contains in addition to basic life insurance benefits a series of annual pure endowment benefits
evidenced in the policy contract by a series of coupons each of which matures on the maturation
date of an annual pure endowment. For the purposes of these rules, policies containing annual pure
endowments evidenced by coupons, passbooks or other devices generally acquainted with savings,
banking or investment institutions shall be considered coupon policies.

30.3(4) Pure endowment benefit. It is a guaranteed insurance benefit, actuarially determined, the
payment of which is contingent upon the survival of the insured to a specific point in time.

191—30.4(508) Prohibitions, regulations and disclosure requirements. In accordance with the
purpose expressed in 30.1(508) and in conjunction with the intent of lowa Code section 508.28, the use
of certain types of policy forms and policy provisions shall be subject to the following prohibitions and
regulations:

30.4(1) Policy names. Any insurance policy labeled or described as a founders, charter or coupon
policy or names of similar connotation shall not be approved for use in this state on or after the effective
date of these rules, and furthermore no policies so named or labeled heretofore approved shall be issued
or delivered in this state on or after March 1, 1964.

30.4(2) Founders policy. No founders policy as herein defined shall be approved for use in this
state on or after the effective date of these rules, and furthermore no founders policy as herein defined
heretofore approved shall be issued or delivered in this state on or after March 1, 1964.

30.4(3) Profit-sharing policy. No profit-sharing policy shall be approved for use in this state on or
after the effective date of these rules, and furthermore no profit-sharing policy heretofore approved shall
be issued or delivered in this state on or after March 1, 1964. This subrule does not intend to restrict or
prohibit the sale in this state of any participating life insurance policy where the dividend or abatement
of premium is derived solely from the profits of that class of participating business.

30.4(4) Coupon policy. No coupon policy shall be approved or issued in this state after the effective
date of these rules, and furthermore no coupon policy heretofore approved shall be issued or delivered
in this state on or after March 1, 1964.

30.4(5) Guaranteed pure endowment benefits. No policy containing a series of guaranteed pure
endowment benefits shall be approved for use after the effective date of these rules unless it meets the
following requirements:
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a.  The gross premium charged for this benefit shall be separately stated in a size and style of type
equal in prominence to that stating the gross premium for the other benefits contained in the policy.

b.  The payment of any guaranteed pure endowment benefit shall not be made contingent upon the
payment of premiums falling due on or after the time the pure endowment benefit has matured.

c¢.  The amount of the guaranteed series of pure endowment benefits shall be expressed in dollar
amounts and shall not be presented or defined, either in the policy or any sales and advertising material,
as a “percentage” of any of the premiums or benefits contained therein.

d.  No participating policy shall include as part of its benefits a guaranteed pure endowment benefit.

e.  The language and terminology of the policy or any of the sales and advertising materials used
in connection with any policy, which has a series of pure endowment benefits therein, shall not purport
to represent the pure endowment benefit of the policy to be anything other than a guaranteed insurance
benefit for which a premium is being paid by the policyholder.

191—30.5(508) General filing requirements.

30.5(1) Insurance companies required to file rates or forms with the division shall submit required
rate and form filings pursuant to rule 191—20.1(505,509,514A,515,515A,515F).

30.5(2) Each filing must be submitted to the division of insurance not less than 60 days prior to
the effective date of the filing, unless the 60-day period is waived by the division for good cause. Any
deficiencies or discrepancies in the filing will delay final approval. In case of disapproval, the company
will be notified by the division.

30.5(3) A filing which has not been previously approved, disapproved or questioned shall be deemed
approved on or after 30 days from its receipt by the division.

30.5(4) Any insured or established organization with one or more insureds among its members may
object to a form or rate filing pursuant to rule 191—20.2(505).

191—30.6(508) Back dating of life policies. Upon the specific written request of an applicant for life
insurance, an insurer may issue a policy with an effective date not more than six months prior to the date
of the policy application. This regulation shall not be construed to prohibit the exercise of any exchange
or conversion privileges in any policy or contract.

191—30.7(508,515) Expiration date of policy vs.charter expiration date. The mere fact that a
corporate contract may extend beyond the term of the life of the corporation does not destroy it. We
believe as a matter of public policy, insurance corporations frequently enter into such contracts. This
is graphically illustrated in the case of a life insurance contract issued by a company with a limited
corporate period. It has been held that the renewal of articles of incorporation is a continuation of the
original corporate period which lends support to the proposition that it is within the public interest that
contracts of this nature be permitted.

191—30.8(509) Electronic delivery of group life insurance certificates.

30.8(1) Purpose. The purpose of this rule is to authorize the electronic delivery of group life
insurance certificates in an efficient manner by insurers and group policyholders, while guaranteeing
that individual plan members still receive the important information contained in such group insurance
certificates, as required by Iowa Code section 509.2(7), and as allowed by the uniform electronic
transactions Act, lowa Code chapter 554D.

30.8(2) Scope. This rule shall apply to all insurance companies holding a certificate of authority to
transact the business of insurance under the provisions of lowa Code chapters 508 and 515.

30.8(3) Electronic delivery—insurance companies. The insurer will be deemed to comply with the
requirements of lowa Code section 509.2(7) if the group insurance certificate is delivered to the group
policyholder electronically and if:

a. The insurer takes appropriate and necessary measures to ensure that the system for furnishing
group insurance certificates results in actual receipt of transmitted information by group policyholders,
which can be done by:
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(1) Using return-receipt electronic mail features;

(2) Periodic reviews or surveys to confirm receipt of the transmitted information; or

(3) Any other method approved by the insurance commissioner.

b.  The electronic documents contain the same content and appear in reasonably the same format
as the certificates previously approved by the insurance commissioner.

c¢.  Each group policyholder is provided notice, through electronic means or in writing, apprising
the group policyholder of the fact that the certificate will be furnished electronically, of the significance
of the certificate and the group policyholder’s obligations under this rule, and of the group policyholder’s
right to request and receive a paper copy of the document for each participant.

d.  Upon request of any group policyholder, the insurer furnishes paper copies of the group
insurance certificate that was delivered to the group policyholder electronically, so that the group
policyholder may provide them to participants that have requested paper copies.

30.8(4) Electronic delivery—group policyholders. The group policyholder will be deemed to
comply with the requirements of Iowa Code section 509.2(7) if the group insurance certificate is
delivered to the individual plan member electronically and if:

a.  The group policyholder takes appropriate and necessary measures to ensure that the system for
furnishing group insurance certificates results in actual receipt of transmitted information by participants,
which may be done by:

(1) Using return-receipt electronic mail features;

(2) Periodic reviews or surveys to confirm receipt of the transmitted information; or

(3) Any other method approved by the insurance commissioner.

b.  The electronic documents contain the same content and appear in reasonably the same format
as the certificates previously approved by the insurance commissioner.

c.  Each participant is provided notice, through electronic means or in writing, apprising the
participant of the fact that the certificate will be furnished electronically, of the significance of the
certificate, and of the participant’s right to request and receive, free of charge, a paper copy of the
document.

d.  Upon request of any participant, the group policyholder furnishes, free of charge, a paper copy
of the group insurance certificate that was delivered to the participant electronically.

These rules are intended to implement lowa Code sections 505.8, 508.25, 508.28 and 508A.4 and
chapter 509.

[Filed November 21, 1963]
[Filed 7/3/80, Notice 5/14/80—published 7/23/80, effective 8/29/80]

[Filed 7/11/86, Notice 6/4/86—published 7/30/86, effective 9/3/86]'
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 7/18/03, Notice 6/11/03—published 8/6/03, effective 9/10/03]

[Filed 10/5/06, Notice 8/30/06—published 10/25/06, effective 11/29/06]
[Filed 3/9/07, Notice 1/31/07—published 3/28/07, effective 5/2/07]

I See IAB Insurance Division
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CHAPTER 31

LIFE INSURANCE COMPANIES—VARIABLE ANNUITIES CONTRACTS
[Appeared as Ch 3, 1973 IDR]
[Prior to 10/22/86, Insurance Department[510]]

191—31.1(508) Definitions. When used in this regulation:

“Commissioner” shall mean the insurance commissioner of lowa.

“Contracts on a variable basis” or “Variable contract” shall mean any (group or individual) policy
or contract issued by an insurance company which provides for insurance or annuity benefits which
may vary according to the investment experience of any separate or segregated account or accounts
maintained by the insurer as to such policy or contract, as provided for in lowa Code sections 508.31
and 508.32.

191—31.2(508) Insurance company qualifications.

31.2(1) No company shall deliver or issue for delivery variable contracts within this state unless it
is licensed under Iowa Code chapter 508 entitled “Life Insurance Companies,” to do a life insurance or
annuity business in this state; and the commissioner is satisfied that its condition or method of operation
in connection with the issuance of such contracts will not render its operation hazardous to the public or
its policyholders in this state. To this end the commissioner shall consider among other things:

a. The history and financial condition of the company,

b.  The character, responsibility and fitness of the officers and directors of the company, and

c¢.  The law and regulation under which the company is authorized in the state of domicile to issue
variable contracts.

31.2(2) If the company is licensed and is a subsidiary of an admitted life insurance company,
or affiliated with such company by common management or ownership, it may be deemed by the
commissioner to have satisfied the aforementioned provisions.

31.2(3) Before any company shall deliver or issue for delivery variable contracts within this state,
it shall submit to the commissioner:

a. A general description of the kinds of variable contracts it intends to issue,

b.  Ifrequested by the commissioner, a copy of the statutes and regulations of its state of domicile
under which it is authorized to issue variable contracts, and

c¢.  Ifrequested, biographical data with respect to officers and directors of the company.

191—31.3(508) Filing, policy forms and provision.

31.3(1) No contract on a variable basis or certificate evidencing variable benefits issued pursuant
to any such contract shall be issued or delivered to any person in this state until a copy of the form of
the same has been filed pursuant to rule 191—20.1(505,509,514A,515,515A,515F) and approved by the
commissioner.

31.3(2) The commissioner shall disapprove or withdraw approval of any such contract form or
certificate if:

a. Such contract or certificate contains provisions which are unjust, unfair, inequitable,
ambiguous, misleading, likely to result in misrepresentation or contrary to law, or

b.  Sales of such contracts are being solicited by any means of advertising, communication or
dissemination of information which involves misleading or inadequate description of the provisions of
the contract.

c¢.  The contract or certificate does not comply with the filing requirements and provisions set forth
in rule 191—20.1(505,509,514A,515,515A,515F).

31.3(3) Any variable contract delivered or issued for delivery in this state and any certificates
evidencing variable benefits issued pursuant to any such contract on a group basis shall contain a
statement of the essential features of the procedures to be followed by the insurance company in
determining the dollar amount of such variable benefits and shall state that such dollar amounts will
vary to reflect investment experience and shall contain on its first page a clear and prominently placed
statement to the effect that the benefits thereunder are on a variable basis.
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31.3(4) Illustrations of benefits payable under any contract providing benefits payable in variable
amounts shall not include projections of past investment experience into the future or attempted
predictions of future investment experience. Hypothetical illustrations of rates to possible levels of
annuity payments may be used if submitted to and not disapproved by the commissioner.

31.3(5) No individual variable annuity contract calling for the payment of periodic stipulated
payments shall be delivered or issued for delivery in this state unless it contains in substance the
following provision or provisions which in the opinion of the commissioner are more favorable to the
holders of such contracts:

a. A provision that there shall be a period of grace of 30 days or of one month, within which
any stipulated payment to the insurer falling due after the first payment may be made, during which
period of grace the contract shall continue in force. The contract may include a statement of the basis for
determining the date as of which any such payment received during the period of grace shall be applied
to produce the values under the contract arising therefrom.

b. A provision that at any time within one year from the date of default, in making periodic
stipulated payments to the insurer during the life of the annuitant and unless the cash surrender value
has been paid, the contract may be reinstated upon payment to the insurer of such overdue payments as
required by the contract and of all indebtedness to the insurer on the contract, including interest. The
contract may include a statement of the basis for determining the date as of which the amount to cover
such overdue payments and indebtedness shall be applied to produce the values under the contract arising
therefrom.

¢. A provision specifying the option available in the event of default in a periodic stipulated
payment. Such options may include an option to surrender the contract for a cash value as determined
by the contract and shall include an option to receive a paid-up annuity if the contract is not surrendered
for cash, the amount of such paid-up annuity being determined by applying the value of the contract at
the annuity commencement date in accordance with the terms of the contract.

31.3(6) Any variable contract evidencing variable benefits delivered or issued for delivery in this
state shall stipulate the expense, mortality and investment increment factors to be used in computing
the dollar amount of variable benefits or other contractual payments or values thereunder, and shall
guarantee that expenses will not adversely affect such dollar amounts. In computing the dollar amount
of variable benefits or other contractual payments or values under any variable contract, the annual
net investment increment assumption shall not exceed 5 percent, except with the approval of the
commissioner. “Expenses” as used in this paragraph may exclude some or all taxes, as stipulated in
the contract.

31.3(7) To the extent that the level of benefits may be affected by mortality results, the mortality
factor shall be determined from the Annuity Mortality Table for 1949, Ultimate, or any modification of
that table not having a higher mortality rate at any age, or, if approved by the commissioner, from another
table.

31.3(8) The reserve liability for variable annuities shall be established pursuant to the requirements
of the standard valuation law in accordance with actuarial procedure that would recognize the variable
nature of the benefits provided.

191—31.4(508) Separate account or accounts and investments. Any domestic life insurance company
issuing variable contracts shall establish one or more separate or segregated accounts as provided in lowa
Code section 508.32 to invest and reinvest all or any of the amounts received in connection with such
variable contracts subject to the following limitations.

31.4(1) Except as hereinafter provided, amounts allocated to any separate or segregated account and
accumulation thereon may be invested and reinvested without regard to any requirements or limitations
prescribed by the laws of this state governing the investments of life insurance companies; provided,
that to the extent that the company’s reserve liability with regard to benefits guaranteed as to dollar
amount and duration and funds guaranteed as to principal amount or stated rate of interest is maintained
in any separate or segregated account, a portion of the assets of such separate or segregated account
at least equal to such reserve liability shall be, except as the commissioner may otherwise approve,
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invested in accordance with laws of this state governing the investments of life insurance companies.
The investments in such separate or segregated account or accounts shall not be taken into account in
applying the investment limitations applicable to the investments of the company.

31.4(2) With respect to 75 percent of the market value of the total assets in a separate or segregated
account, no such company shall purchase or otherwise acquire the securities of any issuer, other than
securities issued or guaranteed as to principal and interest by the United States, if immediately after such
purchase or acquisition the market value of such investment, together with prior investments of such
separate or segregated account in such security taken at market, would exceed 5 percent of the market
value of the assets of said separate or segregated account; provided, however, that the commissioner may
waive such limitation if in the commissioner’s opinion such waiver will not render the operation of such
separate or segregated account hazardous to the public or the policyholders in this state.

31.4(3) The separate or segregated account shall not invest in the voting securities of a single issuer
in an amount in excess of 10 percent of the total issued and outstanding voting securities of such issuer.
The foregoing shall not apply with respect to securities held in separate or segregated accounts, the
voting rights in which are exercisable only in accordance with instructions from persons having interests
in such accounts.

31.4(4) The limitations in 31.4(2) and 31.4(3) shall not apply to the investments of a separate or
segregated account in the securities of an investment company registered under the investment company
Act of 1940, provided the investments of such investment companies comply in substance with 31.4(2)
and 31.4(3) hereof.

31.4(5) Unless otherwise approved by the commissioner, assets allocated to a separate or segregated
account shall be valued at their market value on the date of valuation or, if there is no readily available
market, then as provided under the terms of the contract or the rules or other written agreement applicable
to such separate or segregated account; provided, that the portion of the assets of such separate or
segregated account equal to the company’s reserve liability with regard to the benefits and funds referred
to in 31.4(1), if any, shall be valued in accordance with the rules otherwise applicable to the company’s
assets.

31.4(6) The provisions of lowa Code section 508.8 and any regulations applicable to the officers
and directors of insurance companies with respect to conflicts of interest shall also apply to members of
any separate or segregated account’s committee, board or other similar body. No officer or director of
such company nor any member of the committee, board or body of a separate or segregated account shall
receive directly or indirectly any commission or any other compensation with respect to the purchase or
sale of assets of such separate or segregated account.

31.4(7) All contracts on a variable basis shall state that the portion of the assets of any such separate
or segregated accounts equal to the reserves and other contract liabilities with respect to such account
shall not be chargeable with liabilities arising out of any other business the company may conduct.

31.4(8) Notwithstanding any other provisions in these rules, a company may:

a.  With respect to any separate or segregated account registered with the Securities and Exchange
Commission as a unit investment trust exercise voting rights in connection with any securities of a
regulated investment company registered under the Investment Company Act of 1940 and held in such
separate or segregated account in accordance with instructions from persons having interests in such
accounts ratably as determined by the company, or

b.  With respect to any separate or segregated account registered with the Securities and Exchange
Commission as a management investment company, establish for such account a committee, board or
other body, the members of which may or may not be otherwise affiliated with such company and may be
elected to such membership by the vote of persons having interests in such account ratably as determined
by the company. Such committee, board or other body may have the power, exercisable alone or in
conjunction with others, to manage such account or accounts and the investment of its assets.

A company, committee, board or other body may make such other provisions in respect to any such
separate or segregated account as may be deemed appropriate to facilitate compliance with requirements
of any federal or state law now or hereafter in effect; provided that the commissioner approves such
provisions as not hazardous to the public or the company’s policyholders in this state.
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31.4(9) No sale, exchange or other transfer of assets may be made by a company between any of
its separate or segregated accounts or between any other investment account and one or more of its
separate or segregated accounts unless, in case of a transfer into a separate or segregated account, the
transfer is made solely to establish the account or to support the operation of the contracts with respect
to the account to which the transfer is made and unless the transfer, whether into or from an account or
accounts, is made by a transfer of cash or by a transfer of securities having a valuation which could be
readily determined in the market place, and further provided that the transfer of securities must have been
approved by the commissioner. The commissioner may authorize other transfers among such accounts
if, in the commissioner’s opinion, such transfers would not be inequitable.

31.4(10) The company shall maintain in each such separate or segregated account assets with a value
at least equal to the reserves and other contract liabilities with respect to such accounts, except as may
otherwise be approved by the commissioner.

This rule is intended to implement lowa Code sections 505.8 and 508.32.

191—31.5(508) Required reports. Any company issuing individual variable contracts providing
benefits in variable amounts shall mail to the contract holder, at least once in each contract year after
the first, at the contract holder’s last address known to the company, a statement or statements reporting
the investments held in the separate or segregated account and, in the case of contracts under which
payments have not yet commenced, a statement reporting as of a date not more than four months
previous to the date of mailing the number of accumulation units credited to such contracts and the
dollar value of a unit or the value of the contract holder’s account.

An insurer issuing contracts on a variable basis shall annually on or before March 1 submit to the
commissioner an annual statement for the business of its separate or segregated accounts. This statement
shall be on such form as may be prescribed by the National Association of Insurance Commissioners
and shall include details as to all of the income, disbursements, assets and liability items associated with
such account or accounts and such other information as the commissioner of insurance may reasonably
require.

191—31.6(508) Producers. No producer shall be eligible to sell or offer for sale a contract on a variable
basis unless, prior to making any solicitation or sale of such a contract, the producer is also licensed
for the variable products line of authority; however, any producer who participates only in the sale or
offering for sale of variable contracts that are not registered under the federal Securities Act of 1933 need
not be licensed for the variable products line of authority.

191—31.7(508) Foreign companies. If the law or regulation in the place of domicile of a foreign
company provides a degree of protection to the policyholders and the public which is substantially
equal to that provided by these regulations, the commissioner, to the extent deemed appropriate by
the commissioner, may consider compliance with such law or regulation as compliance with these
regulations.
These rules are intended to implement lowa Code section 505.8(2).
[Filed December 17, 1968]
[Filed 7/11/86, Notice 6/4/86—published 7/30/86, effective 9/3/86]l
[Filed emergency 10/1/86—published 10/22/86, effective 10/3/86]
[Filed 1/22/88, Notice 12/16/87—published 2/10/88, effective 3/16/88]

[Filed 3/5/99, Notice 11/4/98—published 3/24/99, effective 4/28/99]

[Filed 2/11/05, Notice 12/8/04—published 3/2/05, effective 5/1/05]

[Filed 3/9/07, Notice 1/31/07—published 3/28/07, effective 5/2/07]

I See IAB Insurance Division
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CHAPTER 32
DEPOSITS BY A DOMESTIC LIFE COMPANY IN A

CUSTODIAN BANK OR CLEARING CORPORATION
[Prior to 10/22/86, Insurance Department[510]]

191—32.1(508) Purpose. These rules implement the authority of insurance companies organized under
Iowa Code chapter 508 to make deposits of securities in custodian banks or clearing corporations in order
to satisfy the legal reserve requirement imposed on those companies. These rules place requirements on
such deposits which are for the protection of policyholders in the state.

191—32.2(508) Definitions. As used in this chapter:

32.2(1) “Commissioner” means the commissioner of insurance of the state of lowa.

32.2(2) “Company” means a company organized under lowa Code chapter 508.

32.2(3) “Custodial account” means an account established by agreement between a company and
a custodian pursuant to lowa Code section 511.8, subsection 21, and these rules.

32.2(4) “Custodial agreement” means an agreement entered into between a company and a
custodian pursuant to these rules.

32.2(5) “Custodian” means an institution meeting the requirements of rule 32.4(508) which has
entered into a custodial agreement with a company.

32.2(6) “Custodied securities” means securities held by or through a custodian when held directly
by the custodian or held for the account of the custodian in an authorized clearing corporation or in the
federal reserve book entry system.

32.2(7) “Authorized clearing corporations” means the following organizations, which are hereby
recognized by the commissioner as authorized clearing corporations for purposes of lowa Code section
511.8, subsection 21, paragraph “b, ” subparagraph (2), and such other corporations as the commissioner
may from time to time designate:

Depository Trust Company.

Midwest Securities Trust Company.

Pacific Securities Depository Trust Company.
Philadelphia Depository Trust Company.
Euroclear Clearance Ltd.

& A0 =8

191—32.3(508) Requirements upon custodial account and custodial agreement. Custodied
securities may be used to meet the legal reserve deposit requirements of lowa Code section 511.8,
subsection 16, provided such securities are held under written agreement with a custodian which

provides:
32.3(1) That the custodial account is to be titled as follows: “ Insurance Company
Account No. in custody for and to vest in the Commissioner of Insurance of the State of lowa in

accordance with Iowa Code sections 507C.18 and 508.19”.

32.3(2) The commissioner shall notify the custodian, in writing, that a “Minimum Aggregate Value
of Securities” must be held in the custodial account at all times. The commissioner’s notice remains
in full force and effect until amended or revoked in writing by the commissioner. The company shall,
on or before the fifteenth day of each month certify to the commissioner on a form provided by the
commissioner that the aggregate value (determined as provided by lowa Code section 511.8, subsection
17) of securities on deposit with the commissioner in the manner specified by lowa Code section 511.8,
subsection 16, and in the custodial account as of the last day of the preceding month was at least equal to
the company’s legal reserve (as defined in lowa Code section 511.8) as of the last day of the preceding
year. In the event the company fails or refuses to make the certification provided in this subrule, or
in the event the commissioner is authorized or directed by reason of any determination, appointment,
or order pursuant to lowa Code section 507C.18, 508.17, 508.18, or 508.22, the commissioner may
acquire custody or otherwise assume control of the custodied securities, and may order reregistration,
delivery, or other disposition which the commissioner deems appropriate under the circumstances. In
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addition, if the commissioner has reason to believe that a company may be insolvent, or that its condition
is such as to render its further continuance in business hazardous to the public or holders of its policies,
or that continued trading by the company in custodied securities may create a hazard to the public or
policyholders, the commissioner may order the company to cease trading in custodied securities pending
examination as provided in Iowa Code section 508.16. The company may from time to time deposit or
withdraw securities from the custodial account, subject to the stated “Minimum Aggregate Value of
Securities” on deposit.

32.3(3) That securities held in a fungible bulk by the custodian and securities in a clearing
corporation or in the federal reserve book entry system shall be separately identified on the custodian’s
official records as being owned by the company. The custodian’s records shall identify which custodied
securities are held by the custodian and which securities are in a clearing corporation or in the federal
reserve book entry system. If the securities are in a clearing corporation, such records shall also identify
the name of the clearing corporation, the location of the securities, and, if held through an agent, the
name of the agent.

32.3(4) That all custodied securities that are registered must be registered in the name of the
company, in the name of a nominee of a company, in the name of the custodian or its nominee, in the
name of an agent of the custodian or its nominee, or, if held in a clearing corporation, in the name of
the clearing corporation or its nominee.

32.3(5) That during the course of the custodian’s regular business hours, the commissioner or the
commissioner’s representative and authorized employees and representatives of the company, shall
be entitled to examine on the premises of the custodian the custodian’s records relating to custodied
securities of the company.

32.3(6) That the custodian or its agents shall be required to submit to the commissioner, at least
annually, or more often as the commissioner may from time to time request, the opinion(s) of an auditor
who shall be satisfactory to the commissioner specifically addressing the respective systems of internal
account control and record keeping of the custodian or its agents.

32.3(7) That the custodian shall maintain records sufficient to determine and verify information
relating to custodied securities that may be reported in the company’s annual statement and supporting
schedules as filed with various regulatory authorities and in connection with any audit of the financial
statements of the company. Copies of these records shall be delivered to the commissioner upon written
request to the custodian.

32.3(8) That the custodian is obligated to indemnify the company for any loss of securities while in
its custody occasioned by negligence or dishonesty of the custodian’s officers or employees, or burglary,
robbery, holdup, theft, extortion, or mysterious disappearance, including loss by damage or destruction.

32.3(9) That, in the event there is a loss of the securities for which the custodian is obligated to
indemnify the company, the custodian shall promptly replace the same, or the value thereof, and the
value of any loss of rights or privileges resulting from said loss of securities and the custodian shall
make available to the company for inspection any and all securities or value amounts so replaced.

32.3(10) That minimum levels of deposits of securities at face values totaling $100,000 shall be
maintained at all times.

32.3(11) The custodial agreement may contain additional specific operating instructions, controls
and provisions concerning the operation of the custodial account provided such operating instructions,
controls and provisions are not in conflict with these rules.

32.3(12) Custodial agreements shall be submitted by a company to the commissioner for the
commissioner’s review prior to execution to ensure compliance with these rules.

32.3(13) That the custodial agreement may be amended or terminated only with the prior approval
of the commissioner.

This rule is intended to implement lowa Code section 511.8(21).

191—32.4(508) Requirements upon custodians. The custodian shall be a bank or trust company having
its principal place of business in the United States, selected by the company to act as the custodian under
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an agreement authorized by Iowa Code section 511.8, subsection 21, and shall possess the following
qualifications:

32.4(1) The custodian shall be audited annually by independent public accountants whose audit
report, together with the related financial statements, and opinion on internal controls shall be made
available to the company and the commissioner.

32.4(2) The laws governing the custodian shall recognize that the custodied securities remain the
specific property of the company, and are not subject to the claim of any third parties arising out of the
third party’s claim against the custodian.

32.4(3) The custodian shall maintain blanket bond coverage relating to its custodial functions with
limits satisfactory to the commissioner.

32.4(4) The custodian’s capital and surplus funds shall at all times equal or exceed $25 million and
the custodian shall at all times have assets in excess of $500 million, unless the commissioner finds that
a particular custodian with less than that amount of funds or assets would possess the requisite stability
and soundness to perform the custodial functions without detriment to a company’s policyholders.

This rule is intended to implement lowa Code section 511.8, subsection 21, paragraph “b.”

191—32.5(508,511) Deposit of securities. Banks or trust companies meeting the requirements of rule
32.4(508) are hereby designated by the commissioner as places for the deposits under lowa Code sections
508.6 and 511.8(16). Securities required to be deposited under these lowa Code sections shall no longer
be deposited with the commissioner.
This rule is intended to implement lowa Code sections 508.6 and 511.8, subsection 16.
[Filed emergency after Notice 10/19/83, Notice 9/14/83—published 11/9/83,
effective 10/19/83]
[Filed emergency 6/3/85—published 6/19/85, effective 7/1/85]
[Filed emergency 7/12/85—published 7/31/85, effective 7/12/85]
[Filed 9/20/85, Notice 8/14/85—published 10/9/85, effective 11/13/85]
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
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CHAPTER 33
VARIABLE LIFE INSURANCE MODEL REGULATION

[Prior to 10/22/86, Insurance Department[510]]

191—33.1(508A) Authority.

33.1(1) This chapter, applicable to variable life insurance policies, is promulgated under the
authority of Iowa Code sections 505.8 and 508A.4.

33.1(2) This chapter is supplementary to 191—Chapter 31, which remains in effect except that, with
respect to any variable life insurance policy issued on or after the effective date of this chapter, this
chapter shall control to the extent there is any conflict.

191—33.2(508A) Definitions. As used in this chapter:

33.2(1) “Affiliate” of an insurer means any person, directly or indirectly, controlling, controlled by,
or under common control with such insurer; any person who regularly furnishes investment advice to
such insurer with respect to its separate accounts for which a specific fee or commission is charged; or
any director, officer, partner, or employee of any such insurer, controlling or controlled person, or person
providing investment advice or any member of the immediate family of such person.

33.2(2) Rescinded 1AB 3/24/99, effective 4/28/99.

33.2(3) “Assumed investment rate” means the rate of investment return which would be required to
be credited to a variable life insurance policy, after deduction of charges for taxes, investment expenses,
and mortality and expense guarantees to maintain the variable death benefit equal at all times to the
amount of death benefit, other than incidental insurance benefits, which would be payable under the
plan of insurance if the death benefit did not vary according to the investment experience of the separate
account.

33.2(4) “Benefit base” means the amount to which the net investment return is applied.

33.2(5) “Commissioner” means the insurance commissioner of the state of Iowa.

33.2(6) “Control” (including the terms “controlling,” “controlled by” and “under common control
with””) means the possession, direct or indirect, of the power to direct or cause the direction of the
management of policies of a person, whether through the ownership of voting securities, by contract
other than a commercial contract for goods or nonmanagement services, or otherwise, unless the power
is the result of an official position with or corporate office held by the person. Control shall be presumed
to exist if any person, directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing more than 10 percent of the voting securities of any other person. This presumption may
be rebutted by a showing made to the satisfaction of the commissioner that control does not exist in
fact. The commissioner may determine, after furnishing all persons in interest notice and opportunity to
be heard and making specific findings of fact to support such determination, that control exists in fact,
notwithstanding the absence of a presumption to that effect.

33.2(7) “Flexible premium policy” means any variable life insurance policy other than a scheduled
premium policy as specified in subrule 33.2(15).

33.2(8) “General account” means all assets of the insurer other than assets in separate accounts
established pursuant to lowa Code section 508A.1 or pursuant to the corresponding section of the
insurance laws of the state of domicile of a foreign or alien insurer, whether or not for variable life
insurance.

33.2(9) “Incidental insurance benefit” means all insurance benefits in a variable life insurance
policy, other than the variable death benefit and the minimum death benefit, including but not limited to
accidental death and dismemberment benefits, disability benefits, guaranteed insurability options, family
income, or term riders.

33.2(10) “May” is permissive.

33.2(11) “Minimum death benefit” means the amount of the guaranteed death benefit, other than
incidental insurance benefits, payable under a variable life insurance policy regardless of the investment
performance of the separate account.
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33.2(12) “Net investment return” means the rate of investment return in a separate account to be
applied to the benefit base.

33.2(13) “Person” means an individual, corporation, partnership, association, trust, or fund.

33.2(14) “Policy processing day” means the day on which charges authorized in the policy are
deducted from the policy’s cash value.

33.2(15) “Scheduled premium policy” means any variable life insurance policy under which both
the amount and timing of premium payments are fixed by the insurer.

33.2(16) “Separate account” means a separate account established pursuant to lowa Code section
508A.1 or pursuant to the corresponding section of the insurance laws of the state of domicile of a foreign
or alien insurer.

33.2(17) “Shall” is mandatory.

33.2(18) “Variable death benefit” means the amount of death benefit, other than incidental insurance
benefits, payable under a variable life insurance policy dependent on the investment performance of the
separate account, which the insurer would have to pay in the absence of any minimum death benefit.

33.2(19) “Variable life insurance policy” means any individual policy which provides for life
insurance the amount or duration of which varies according to the investment experience of any separate
account or accounts established and maintained by the insurer as to such policy, pursuant to lowa Code
section 508A.1 or pursuant to the corresponding section of the insurance laws of the state of domicile
of a foreign or alien insurer.

191—33.3(508A) Qualification of insurer to issue variable life insurance. The following
requirements are applicable to all insurers either seeking authority to issue variable life insurance in this
state or having authority to issue variable life insurance in this state.

33.3(1) Licensing and approval to do business in this state. An insurer shall not deliver or issue for
delivery in this state any variable life insurance policy unless the insurer is licensed or organized to do a
life insurance business in this state, and the insurer has obtained the written approval of the commissioner
for the issuance of variable life insurance policies in this state. The commissioner shall grant such written
approval only after the commissioner has found that:

a.  The plan of operation for the issuance of variable life insurance policies is not unsound;

b.  The general character, reputation, and experience of the management and those persons or firms
proposed to supply consulting, investment, administrative, or custodial services to the insurer are such
as to reasonably ensure competent operation of the variable life insurance business of the insurer in this
state; and

c¢.  The present and foreseeable future financial condition of the insurer and its method of operation
in connection with the issuance of such policies is not likely to render its operation hazardous to the
public or its policyholders in this state. The commissioner shall consider, among other things:

(1) The history of operation and financial condition of the insurer;

(2) The qualifications, fitness, character, responsibility, reputation, and experience of the officers
and directors and other management of the insurer and those persons or firms proposed to supply
consulting, investment, administrative, or custodial services to the insurer;

(3) The applicable law and regulations under which the insurer is authorized in its state of domicile
to issue variable life insurance policies. The state of entry of an alien insurer shall be deemed its state of
domicile for this purpose; and

(4) If the insurer is a subsidiary of, or is affiliated by common management or ownership with
another company, its relationship to such other company and the degree to which the requesting insurer,
as well as the other company, meet these standards.

33.3(2) Filing for approval to do business in this state. The commissioner may, at the
commissioner’s discretion, require that an insurer, before it delivers or issues for delivery any variable
life insurance policy in this state, file with this division the following information for the consideration
of the commissioner in making the determination required by subrule 33.3(1):

a. Copies of and a general description of the variable life insurance policies it intends to issue;
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b. A general description of the methods of operation of the variable life insurance business of the
insurer, including methods of distribution of policies and the names of those persons or firms proposed
to supply consulting, investment, administrative, custodial or distribution services to the insurer;

¢.  With respect to any separate account maintained by an insurer for any variable life insurance
policy, a statement of the investment policy the issuer intends to follow for the investment of the assets
held in such separate account, and a statement of procedures for changing such investment policy. The
statement of investment policy shall include a description of the investment objectives intended for the
separate account;

d. A description of any investment advisory services contemplated as required by subrule
33.6(10);

e. A copy of the statutes and regulations of the state of domicile of the insurer under which it is
authorized to issue variable life insurance policies;

f- Biographical data with respect to officers and directors of the insurer on the National
Association of Insurance Commissioners Uniform Biographical Data Form; and

g Astatement of the insurer’s actuary describing the mortality and expense risks which the insurer
will bear under the policy.

33.3(3) Standards of suitability. Every insurer seeking approval to enter into the variable life
insurance business in this state shall establish and maintain a written statement specifying the
standards of suitability to be used by the insurer. Such standards of suitability shall specify that no
recommendations shall be made to an applicant to purchase a variable life insurance policy and that no
variable life insurance policy shall be issued in the absence of reasonable grounds to believe that the
purchase of such policy is not unsuitable for such applicant on the basis of information furnished after
reasonable inquiry of such applicant concerning the applicant’s insurance and investment objectives,
financial situation and needs, and any other information known to the insurer or to the agent making
the recommendation.

33.3(4) Use of sales materials. An insurer authorized to transact variable life insurance business in
this state shall not use any sales material, advertising material, or descriptive literature or other materials
of any kind in connection with its variable life insurance business in this state which is false, misleading,
deceptive, or inaccurate. Variable life insurance sales material, advertising material, and descriptive
literature shall be subject to the additional requirements of 191—Chapter 15.

33.3(5) Requirements applicable to contractual services. Any material contract between an insurer
and suppliers of consulting, investment, administrative, sales, marketing, custodial, or other services
with respect to variable life insurance operations shall be in writing and provide that the supplier of such
services shall furnish the commissioner with any information or reports in connection with such services
which the commissioner may request in order to ascertain whether the variable life insurance operations
of the insurer are being conducted in a manner consistent with this chapter and any other applicable law
or regulations.

33.3(6) Reports to the commissioner.

a.  Any insurer authorized to transact the business of variable life insurance in this state shall submit
to the commissioner, in addition to any other materials which may be required by this chapter or any other
applicable laws or regulations:

(1) An annual statement of the business of its separate account or accounts in such form as may be
prescribed by the National Association of Insurance Commissioners;

(2) Prior to the use in this state any information furnished to applicants as provided for in rule
33.7(508A);

(3) Prior to the use in this state the form of any of the reports to policyholders as provided for in
rule 33.9(508A); and

(4) Such additional information concerning its variable life insurance operations or its separate
accounts as the commissioner shall deem necessary.

b.  Any material submitted to the commissioner under this subrule shall be disapproved if it is found
to be false, misleading, deceptive, or inaccurate in any material respect and, if previously distributed,
the commissioner shall require the distribution of amended material.
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33.3(7) Authority of commissioner to disapprove. Any material required to be filed with and
approved by the commissioner shall be subject to disapproval if at any time it is found by the
commissioner not to comply with the standards established in this chapter.

191—33.4(508A) Insurance policy requirements. The commissioner shall not approve any variable
life insurance form filed pursuant to this chapter unless it conforms to the requirements of this rule.

33.4(1) Filing of variable life insurance policies. All variable life insurance policies, and all riders,
endorsements, applications and other documents which are to be attached or made a part of the policy
and which relate to the variable nature of the policy, shall be filed with the commissioner and approved
by the commissioner prior to delivery or issuance for delivery in this state.

a.  The procedures and requirements for such filing and approval shall be, to the extent appropriate
and not inconsistent with this chapter, the same as those otherwise applicable to other life insurance
policies.

b. The commissioner may approve variable life insurance policies and related forms with
provisions the commissioner deems to be not less favorable to the policyholder and the beneficiary than
those required by this chapter.

¢. A filing which has not been previously approved, disapproved or questioned shall be deemed
approved on or after 30 days from its receipt by the division.

33.4(2) Mandatory policy benefit and design requirements. Variable life insurance policies
delivered or issued for delivery in this state shall comply with the following minimum requirements:

a. Mortality and expense risks shall be borne by the insurer. The mortality and expense charges
shall be subject to the maximums stated in the contract.

b.  For scheduled premium policies, a minimum death benefit shall be provided in an amount at
least equal to the initial face amount of the policy so long as premiums are duly paid (subject to the
provisions of subrule 33.4(4), paragraph “b”).

c¢.  The policy shall reflect the investment experience of one or more separate accounts established
and maintained by the insurer. The insurer must demonstrate that the reflection of investment experience
in the variable life insurance policy is actuarially sound.

d.  Each variable life insurance policy shall be credited with the full amount of the net investment
return applied to the benefit base.

e.  Any changes in variable death benefits of each variable life insurance policy shall be determined
at least annually.

f The cash value of each variable life insurance policy shall be determined at least monthly.
The method of computation of cash values and other nonforfeiture benefits, as described either in the
policy or in a statement filed with the commissioner of the state in which the policy is delivered, or
issued for delivery, shall be in accordance with actuarial procedures that recognize the variable nature
of the policy. The method of computation must be such that, if the net investment return credited to the
policy at all times from the date of issue should be equal to the assumed investment rate with premiums
and benefits determined accordingly under the terms of the policy, then the resulting cash values to
the minimum values required by Iowa Code section 508.37 (Standard Nonforfeiture Law) for a general
account policy with such premiums and benefits. The assumed investment rate shall not exceed the
maximum interest rate permitted under the Standard Nonforfeiture Law of this state. If the policy does
not contain an assumed investment rate this demonstration shall be based on the maximum interest rate
permitted under the Standard Nonforfeiture Law. The method of computation may disregard incidental
minimum guarantees as to the dollar amounts payable. Incidental minimum guarantees include, for
example, but are not to be limited to, a guarantee that the amount payable at death or maturity shall be at
least equal to the amount that otherwise would have been payable if the net investment return credited
to the policy at all times from the date of issue had been equal to the assumed investment rate.

g The computation of values required for each variable life insurance policy may be based upon
such reasonable and necessary approximations as are acceptable to the commissioner.

33.4(3) Mandatory policy provisions. Every variable life insurance policy filed for approval in this
state shall contain at least the following:
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a. The cover page or pages corresponding to the cover page of each such policy shall contain:

(1) A prominent statement in either contrasting color or in bold-faced type that the amount or
duration of death benefit may be variable or fixed under specified conditions;

(2) A prominent statement in either contrasting color or in bold-faced type that cash values may
increase or decrease in accordance with the experience of the separate account subject to any specified
minimum guarantees;

(3) A statement describing any minimum death benefit required pursuant to subrule 33.4(2),
paragraph “b”;

(4) The method, or a reference to the policy provision which describes the method, for determining
the amount of insurance payable at death;

(5) A captioned provision that the policyholder may return the variable life insurance policy within
ten days of receipt of the policy by the policyholder, and receive a refund equal to the sum of:

1.  The difference between the premiums paid including any policy fees or other charges and the
amounts allocated to any separate accounts under the policy; and

2. The value of the amounts allocated to any separate accounts under the policy, on the date the
returned policy is received by the insurer or its agent;

(6) Such other items as are currently required for fixed benefit life insurance policies and which are
not inconsistent with this chapter.

b.  Grace period.

(1) For scheduled premium policies, a provision for a grace period of not less than 31 days from
the premium due date which shall provide that when the premium is paid within the grace period, policy
values will be the same, except for the deduction of any overdue premium, as if the premium were paid
on or before the due date.

(2) For flexible premium policies, a provision for a grace period beginning on the policy processing
day when the total charges authorized by the policy that are necessary to keep the policy in force until
the next policy processing day exceed the amount available under the policy to pay such charges in
accordance with the terms of the policy. Such grace period shall end on a date not less than 61 days after
the mailing date of the report to policyholders required by subrule 33.9(3).

The death benefit payable during the grace period will equal the death benefit in effect immediately
prior to such period less any overdue charges. If the policy processing days occur monthly, the insurer
may require the payment of not more than three times the charges which were due on the policy
processing day on which the amounts available under the policy were insufficient to pay all charges
authorized by the policy that are necessary to keep such policy in force until the next policy processing
day.

c¢.  Forscheduled premium policies, a provision that the policy will be reinstated at any time within
two years from the date of default upon the written application of the insured and evidence of insurability,
including good health, satisfactory to the insurer, unless the cash surrender value has been paid or the
period of extended insurance has expired, upon the payment of any outstanding indebtedness arising
subsequent to the end of the grace period following the date of default together with accrued interest
thereon to the date of reinstatement and payment of an amount not exceeding the greater of:

(1) All overdue premiums with interest at a rate not exceeding the legally permissible maximum
rate of interest compounded annually and any indebtedness in effect at the end of the grace period
following the date of default with interest at a rate not exceeding the legally permissible maximum rate
of interest compounded annually; or

(2) One hundred ten percent of the increase in cash value resulting from reinstatement plus all
overdue premiums for incidental insurance benefits with interest at a rate not exceeding the legally
permissible maximum rate of interest compounded annually.

d. A full description of the benefit base and of the method of calculation and application of any
factors used to adjust variable benefits under the policy;

e. A provision designating the separate account to be used and stating that:



Ch 33, p.6 Insurance[191] IAC 7/2/08

(1) The assets of such separate account shall be available to cover the liabilities of the general
account of the insurer only to the extent that the assets of the separate account exceed the liabilities of
the separate account arising under the variable life insurance policies supported by the separate account.

(2) The assets of such separate account shall be valued at least as often as any policy benefits vary
but at least monthly.

/- Aprovision specifying what documents constitute the entire insurance contract under state law;

g A designation of the officers who are empowered to make an agreement or representation on
behalf of the insurer and an indication that statements by the insured, or on behalf of the insured, shall
be considered as representations and not warranties;

h.  An identification of the owner of the insurance contract;

i. A provision setting forth conditions or requirements as to the designation, or change of
designation, of a beneficiary and a provision for disbursement of benefits in the absence of a beneficiary
designation;

j. A statement of any conditions or requirements concerning the assignment of the policy;

k. A description of any adjustments in policy values to be made in the event of misstatement of
age or sex of the insured;

[, A provision that the policy shall be incontestable by the insurer after it has been in force for
two years during the lifetime of the insured, provided, however, that any increase in the amount of
the policy’s death benefits subsequent to the policy issue date, which increase occurred upon a new
application or request of the owner and was subject to satisfactory proof of the insured’s insurability,
shall be incontestable after any such increase has been in force, during the lifetime of the insured, for
two years from the date of issue of such increase;

m. A provision stating that the investment policy of the separate account shall not be changed
without the approval of the insurance commissioner of the state of domicile of the insurer, and that the
approval process is on file with the commissioner of this state;

n. A provision that payment of variable death benefits in excess of any minimum death benefits,
cash values, policy loans, or partial withdrawals (except when used to pay premiums) or partial
surrenders may be deferred:

(1) For up to six months from the date of request, if such payments are based on policy values
which do not depend on the investment performance of the separate account, or

(2) Otherwise, for any period during which the New York Stock Exchange is closed for trading
(except for normal holiday closing) or when the Securities and Exchange Commission has determined
that a state of emergency exists which may make such payment impractical.

o. If settlement options are provided, at least one such option shall be provided on a fixed basis
only;

p. A description of the basis for computing the cash value and the surrender value under the policy
shall be included;

qg. Premiums or charges for incidental insurance benefits shall be stated separately;

v Any other policy provision required by this chapter;

5. Such other items as are currently required for fixed benefit life insurance policies and are not
inconsistent with this chapter;

t. A provision for nonforfeiture insurance benefits. The insurer may establish a reasonable
minimum cash value below which any nonforfeiture insurance options will not be available.

33.4(4) Policy loan provisions. Every variable life insurance policy, other than term insurance
policies and pure endowment policies, delivered or issued for delivery in this state shall contain
provisions which are not less favorable to the policyholder than the following with respect to policy
loans after the policy has been in force for five full years:

a.  Atleast 75 percent of the policy’s cash surrender value may be borrowed.

b.  The amount borrowed shall bear interest at a rate not to exceed that permitted by state insurance
law.

c.  Any indebtedness shall be deducted from the proceeds payable on death.
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d. Any indebtedness shall be deducted from the cash surrender value upon surrender or in
determining any nonforfeiture benefit.

e. For scheduled premium policies, whenever the indebtedness exceeds the cash surrender value,
the insurer shall give notice of any intent to cancel the policy if the excess indebtedness is not repaid
within 31 days after the date of mailing of such notice. For flexible premium policies, whenever the total
charges authorized by the policy that are necessary to keep the policy in force until the next following
policy processing day exceed the amounts available under the policy to pay such charges, a report must
be sent to the policyholder containing the information specified by subrule 33.9(3).

f The policy may provide that if, at any time, so long as premiums are duly paid, the variable death
benefit is less than it would have been if no loan or withdrawal had ever been made, the policyholder
may increase such variable death benefit up to what it would have been if there had been no loan or
withdrawal by paying an amount not exceeding 110 percent of the corresponding increase in cash value
and by furnishing such evidence of insurability as the insurer may request.

g The policy may specify a reasonable minimum amount which may be borrowed at any time but
such minimum shall not apply to any automatic premium loan provision.

h.  No policy loan provision is required if the policy is under an extended insurance nonforfeiture
option.

i.  The policy loan provisions shall be constructed so that variable life insurance policyholders
who have not exercised such provisions are not disadvantaged by the exercise thereof.

j. Amounts paid to the policyholders upon the exercise of any policy loan provision shall be
withdrawn from the separate account and shall be returned to the separate account upon repayment except
that a stock insurer may provide the amounts for policy loans from the general account.

33.4(5) Other policy provisions. The following provision may in substance be included in a variable
life insurance policy or related form delivered or issued for delivery in this state:

a.  Anexclusion for suicide within two years of the issue date of the policy; provided, however, that
to the extent of the increased death benefits only, the policy may provide an exclusion for suicide within
two years of any increase in death benefits which results from an application of the owner subsequent to
the policy issue date;

b.  Incidental insurance benefits may be offered on a fixed or variable basis;

c.  Policies issued on a participating basis shall offer to pay dividend amounts in cash. In addition,
such policies may offer the following dividend options:

(1) The amount of the dividend may be credited against premium payments;

(2) The amount of the dividend may be applied to provide amounts of additional fixed or variable
benefit life insurance;

(3) The amount of the dividend may be deposited in the general account at a specified minimum
rate of interest;

(4) Theamount of the dividend may be applied to provide paid-up amounts of fixed benefit one-year
term insurance;

(5) The amount of the dividend may be deposited as a variable deposit in a separate account.

d. A provision allowing the policyholder to elect in writing in the application for the policy or
thereafter an automatic premium loan on a basis not less favorable than that required of policy loans
under subrule 33.4(4), except that a restriction that no more than two consecutive premiums can be paid
under this provision may be imposed;

e. A provision allowing the policyholder to make partial withdrawals;

£ Any other policy provision approved by the commissioner.

191—33.5(508A) Reserve liabilities for variable life insurance.

33.5(1) Reserve liabilities for variable life insurance policies shall be established under the Standard
Valuation Law (Iowa Code section 508.36) in accordance with actuarial procedures that recognize the
variable nature of the benefits provided and any mortality guarantees.

33.5(2) For scheduled premium policies, reserve liabilities for the guaranteed minimum death benefit
shall be the reserve needed to provide for the contingency of death occurring when the guaranteed
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minimum death benefit exceeds the death benefit that would be paid in the absence of the guarantee,
and shall be maintained in the general account of the insurer and shall be not less than the greater of the
following minimum reserves:

a. The aggregate total of the term costs, if any, covering a period of one full year from the
valuation date, of the guarantee on each variable life insurance contract, assuming an immediate
one-third depreciation in the current value of the assets of the separate account followed by a net
investment return equal to the assumed investment rate; or

b.  The aggregate total of the “attained age level” reserved on each variable life insurance contract.
The “attained age level” reserve on each variable life insurance contract shall not be less than zero and
shall equal the “residue,” as described in subrule 33.5(2), paragraph “b,” subparagraph (1), of the prior
year’s “attained age level” reserve on the contract, with any such “residue,” increased or decreased by a
payment computed on an attained age basis as described in subrule 33.5(2), paragraph “b, ” subparagraph
).

(1) The “residue” of the prior year’s “attained age level” reserve on each variable life insurance
contract shall not be less than zero and shall be determined by adding interest in the valuation interest rate
to such prior year’s reserve, deducting the tabular claims based on the “excess,” if any, of the guaranteed
minimum death benefit over the death benefit that would be payable in the absence of such guarantee, and
dividing the net result by the tabular probability of survival. The “excess” referred to in the preceding
sentence shall be based on the actual level of death benefits that would have been in effect during the
preceding year in the absence of the guarantee, taking appropriate account of the reserve assumptions
regarding the distribution of death claim payments over the year.

(2) The payment referred to in subrule 33.5(2), paragraph “b, ” shall be computed so that the present
value of a level payment of that amount each year over the future premium paying period of the contract
is equal to A minus B minus C, where A is the present value of the future guaranteed minimum death
benefits, B is the present value of the future death benefits that would be payable in the absence of such
guarantee, and C is any “residue,” as described in subrule 33.5(2), paragraph “b, ” subparagraph (1), of
the prior year’s “attained age level” reserve on such variable life insurance contract. If the contract is
paid-up, the payment shall equal A minus B minus C. The amounts of future death benefits referred to
in B shall be computed assuming a net investment return of the separate account which may differ from
the assumed investment rate or the valuation interest but in no event may exceed the maximum interest
rate permitted for the valuation of life contracts.

c¢.  The valuation interest rate and mortality table used in computing the two minimum reserves
described in subrules 33.5(2), paragraphs “a” and “b, ” shall conform to permissible standards for the
valuation of life insurance contracts. In determining such minimum reserve, the company may employ
suitable approximations and estimates, including but not limited to groupings and averages.

33.5(3) For flexible premium policies, reserve liabilities for any guaranteed minimum death benefit
shall be maintained in the general account of the insurer and shall be not less than the aggregate total of
the term costs, if any, covering the period provided for in the guarantee not otherwise provided for by the
reserves held in the separate account assuming an immediate one-third depreciation in the current value
of the assets of the separate account followed by a net investment return equal to the valuation interest
rate.

The valuation interest rate and mortality table used in computing this additional reserve, if any,
shall conform to permissible standards for the valuation of life insurance contracts. In determining such
minimum reserve, the company may employ suitable approximations and estimates, including but not
limited to groupings and averages.

33.5(4) Reserve liabilities for all fixed incidental insurance benefits and any guarantees associated
with variable incidental insurance benefits shall be maintained in the general account and reserve
liabilities for all variable aspects of the variable incidental insurance benefits shall be maintained in a
separate account, in amounts determined in accordance with the actuarial procedures appropriate to
such benefit.
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191—33.6(508A) Separate accounts. The following requirements apply to the establishment and
administration of variable life insurance separate accounts by any domestic insurer:

33.6(1) Establishment and administration of separate accounts. Any domestic insurer issuing
variable life insurance shall establish one or more separate accounts pursuant to lowa Code section
508A.1.

a. If no law or other regulation provides for the custody of separate account assets and if such
insurer is not the custodian of such separate account assets, all contracts for custody of such assets shall
be in writing and the commissioner shall have authority to review and approve of both the terms of any
such contract and the proposed custodian prior to the transfer of custody.

b.  Such insurer shall not without prior written approval of the commissioner employ in any
material connection with the handling of separate account assets any person who:

(1) Within the last ten years has been convicted of any felony or a misdemeanor arising out of
such person’s conduct involving embezzlement, fraudulent conversion, or misappropriation of funds or
securities or involving violation of Section 1341, 1342, or 1343 of Title 18, United States Code; or

(2) Within the last ten years has been found by any state regulatory authority to have violated or has
acknowledged violation of any provision of any state insurance law involving fraud, deceit, or knowing
misrepresentation; or

(3) Within the last ten years has been found by federal or state regulatory authorities to have violated
or has acknowledged violation of any provision of federal or state securities laws involving fraud, deceit,
or knowing misrepresentation.

c¢.  All persons with access to the cash, securities, or other assets of the separate account shall be
under bond in the amount of not less than the greater of the amount required pursuant to Section 17(g) of
the Investment Company Act of 1940 or such other amount as the commissioner may deem appropriate.

d. The assets of such separate accounts shall be valued at least as often as variable benefits are
determined but in any event at least monthly.

33.6(2) Amounts in the separate account. The insurer shall maintain in each separate account assets
with a value at least equal to the greater of the valuation reserves for the variable portion of the variable
life insurance policies or the benefit base for such policies.

33.6(3) Investments by the separate account.

a. No sale, exchange, or other transfer of assets may be made by an insurer or any of its affiliates
between any of its separate accounts or between any other investment account and one or more of its
separate accounts unless:

(1) Incase of a transfer into a separate account, such transfer is made solely to establish the account
or to support the operation of the policies with respect to the separate account to which the transfer is
made; and

(2) Such transfer, whether into or from a separate account, is made by a transfer of cash; but other
assets may be transferred if approved by the commissioner in advance.

b.  The separate account shall have sufficient net investment income and readily marketable assets
to meet anticipated withdrawals under policies funded by the account.

33.6(4) Limitations on ownership.

a. A separate account shall not purchase or otherwise acquire the securities of any issuer, other
than securities issued or guaranteed as to principal and interest by the United States, if immediately after
the purchase or acquisition the value of such investment, together with prior investments of such account
in such security valued as required by this chapter, would exceed 10 percent of the value of the assets
of the separate account. The commissioner may waive this limitation in writing if the commissioner
believes such waiver will not render the operation of the separate account hazardous to the public or the
policyholders in this state.

b.  No separate account shall purchase or otherwise acquire the voting securities of any issuer if as
a result of such acquisition the insurer and its separate accounts in the aggregate, will own more than 10
percent of the total issued and outstanding voting securities of such issuer. The commissioner may waive
this limitation in writing if the commissioner believes the waiver will not render the operation of the
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separate account hazardous to the public or the policyholders in this state or jeopardize the independent
operation of the issuer of such securities.

c.  The percentage limitation specified in subrule 33.6(4), paragraph “a, ” shall not be construed to
preclude the investment of the assets of separate accounts in shares of investment companies registered
pursuant to the Investment Company Act of 1940 or other pools of investment assets if the investments
and investment policies of such investment companies or asset pools comply substantially with the
provisions of subrule 33.6(3) and other applicable portions of this chapter.

33.6(5) Valuation of separate account assets. Investments of the separate account shall be valued
at their market value on the date of valuation, or at amortized cost if it approximates market value.

33.6(6) Separate account investment policy. The investment policy of a separate account operated
by a domestic insurer filed under subrule 33.3(2), paragraph “c, ” shall not be changed without first filing
such change with the commissioner.

a. Any change filed pursuant to this rule shall be effective 60 days after the date it was filed with
the commissioner, unless the commissioner notifies the insurer before the end of such 60-day period of
the commissioner’s disapproval of the proposed change. At any time the commissioner may, after notice
and public hearing, disapprove any change that has become effective pursuant to this subrule.

b.  The commissioner may disapprove the change if the commissioner determines that the change
would be detrimental to the interests of the policyholders participating in such separate account.

33.6(7) Charges against separate account. The insurer must disclose in writing, prior to or
contemporaneously with delivery of the policy, all charges that may be made against the separate
account, including, but not limited to, the following:

a. Taxes or reserves for taxes attributable to investment gains and income of the separate account;

b.  Actual cost of reasonable brokerage fees and similar direct acquisition and sale costs incurred
in the purchase or sale of separate account assets;

c¢.  Actuarially determined costs of insurance (tabular costs) and the release of separate account
liabilities;

d.  Charges for administrative expenses and investment management expenses, including internal
costs attributable to the investment management of assets of the separate account;

e. A charge, at rate specified in the policy, for mortality and expense guarantees;

/- Any amounts in excess of those required to be held in the separate accounts;

g Charges for incidental insurance benefits.

33.6(8) Standards of conduct. Every insurer seeking approval to enter into the variable life insurance
business in this state shall adopt by formal action of its board of directors a statement specifying the
standards of conduct of the insurer, its officers, directors, employees, and affiliates with respect to the
purchase or sale of investments of separate accounts. Such standards of conduct shall be binding on the
insurer and those to whom it refers. A code or codes of ethics meeting the requirements of Section 17(j)
under the Investment Company Act of 1940 and applicable rules and regulations thereunder shall satisfy
the provisions of this subrule.

33.6(9) Conflicts of interest. Rules under any provision of the insurance laws of this state or any
regulation applicable to the officers and directors of insurance companies with respect to conflicts of
interest shall also apply to members of any separate account’s committee or other similar body.

33.6(10) Investment advisory services to a separate account. An insurer shall not enter into a
contract under which any person undertakes, for a fee, to regularly furnish investment advice to such
insurer with respect to its separate accounts maintained for variable life insurance policies unless:

a. The person providing such advice is registered as an investment advisor under the Investment
Advisors Act of 1940; or

b.  The person providing such advice is an investment manager under the Employee Retirement
Income Security Act of 1974 with respect to the assets of each employee benefit plan allocated to the
separate account; or

c.  The insurer has filed with the commissioner and continues to file annually the following
information and statements concerning the proposed advisor:

(1) The name and form of organization, state of organization, and its principal place of business;
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(2) The names and addresses of its partners, officers, directors, and persons performing similar
functions or, if such an investment advisor be an individual, of such individual;

(3) A written standard of conduct complying in substance with the requirements of subrule 33.6(8)
which has been adopted by the investment advisor and is applicable to the investment advisor, its officers,
directors, and affiliates;

(4) A statement provided by the proposed advisor as to whether the advisor or any person associated
therewith:

Has been convicted within ten years of any felony or misdemeanor arising out of such person’s
conduct as an employee, salesperson, officer or director of an insurance company, a banker, an insurance
agent, a securities broker, or an investment advisor involving embezzlement, fraudulent conversion, or
misappropriation of funds or securities, or involving the violation of Section 1341, 1342, or 1343 of Title
18 of United States Code;

Has been permanently or temporarily enjoined by order, judgment, or decree of any court of
competent jurisdiction from acting as an investment advisor, underwriter, broker, or dealer, or as an
affiliated person or as an employee of any investment company, bank, or insurance company, or from
engaging in or continuing any conduct or practice in connection with any such activity;

Has been found by federal or state regulatory authorities to have willfully violated or have
acknowledged willful violation of any provision of federal or state securities laws or state insurance
laws or of any rule or regulation under any such laws; or

Has been censured, denied an investment advisor registration, had a registration as an investment
advisor revoked or suspended, or been barred or suspended from being associated with an investment
advisor by order of federal or state regulatory authorities; and

d.  Such investment advisory contract shall be in writing and provide that it may be terminated by
the insurer without penalty to the insurer or the separate account upon no more than 60 days’ written
notice to the investment advisor.

The commissioner may, after notice and opportunity for hearing, by order require the investment
advisory contract to be terminated if the commissioner deems continued operation thereunder to be
hazardous to the public or the insurer’s policyholders.

191—33.7(508A) Information furnished to applicants. An insurer delivering or issuing for delivery
in this state any variable life insurance policies shall deliver to the applicant for the policy, and obtain
a written acknowledgment of receipt from such applicant coincident with or prior to the execution of
the application, the following information. The requirements of this rule shall be deemed to have been
satisfied to the extent that a disclosure containing information required by this rule is delivered, either
in the form of (1) a prospectus included in the requirements of the Securities Act of 1933 and which
was declared effective by the Securities and Exchange Commission; or (2) all information and reports
required by the Employee Retirement Income Security Act of 1974 if the policies are exempted from the
registration requirements of the Securities Act of 1933 pursuant to Section 3(a)(2) thereof.

33.7(1) A summary explanation, in nontechnical terms, of the principal features of the policy,
including a description of the manner in which the variable benefits will reflect the investment
experience of the separate account and the factors which affect such variation. Such explanation must
include notices of the provision required by subrule 33.4(3), paragraph “a,” subparagraph (5), and
33.4(3), paragraph “f.”

33.7(2) A statement of the investment policy of the separate account, including:

a. A description of the investment objectives intended for the separate account and the principal
types of investments intended to be made; and

b.  Any restrictions or limitations on the manner in which the operations of the separate account
are intended to be conducted.

33.7(3) A statement of the net investment return of the separate account for each of the last ten years
or such lesser period as the separate account has been in existence.

33.7(4) A statement of the charges levied against the separate account during the previous year.

33.7(5) A summary of the method to be used in valuing assets held by the separate account.
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33.7(6) A summary of the federal income tax aspects of the policy applicable to the insured, the
policyholder, and the beneficiary.

33.7(7) lllustrations of benefits payable under the variable life insurance contract. Such illustrations
shall be prepared by the insurer and shall not include projections of past investment experience into the
future or attempted predictions of future investment experience, provided that nothing contained herein
prohibits use of hypothetical assumed rates of return to illustrate possible levels of benefits if it is made
clear that such assumed rates are hypothetical only.

191—33.8(508A) Applications. The application for a variable life insurance policy shall contain:

33.8(1) A prominent statement that the death benefit may be variable or fixed under specified
conditions.

33.8(2) A prominent statement that cash values may increase or decrease in accordance with the
experience of the separate account (subject to any specified minimum guarantees).

33.8(3) Questions designed to elicit information which enable the insurer to determine the suitability
of variable life insurance for the applicant.

191—33.9(508A) Reports to policyholders. Any insurer delivering or issuing for delivery in this
state any variable life insurance policies shall mail to each variable life insurance policyholder at the
policyholder’s last known address the following reports.

33.9(1) Within 30 days after each anniversary of the policy, a statement or statements of the cash
surrender value, death benefits, any partial withdrawal or policy loan, any interest charge, any optional
payments allowed pursuant to subrule 33.4(4) under the policy computed as of the policy anniversary
date. Provided, however, that such statement may be furnished within 30 days after a specified date
in each policy year so long as the information contained therein is computed as of a date not more
than 60 days prior to the mailing of the notice. This statement shall state that, in accordance with the
investment experience of the separate account, the cash values and the variable death benefit may increase
or decrease, and shall prominently identify any value described therein which may be recomputed prior
to the next statement required by this rule. If the policy guarantees that the variable death benefit on the
next policy anniversary date will not be less than the variable death benefit specified in such statement,
the statement shall be modified to so indicate. For flexible premium policies, the report must contain a
reconciliation of the change since the previous report in cash value and cash surrender value, if different,
because of payments made (less deductions for expense charges), withdrawals, investment experience,
insurance charges and any other charges made against the cash value. In addition, the report must show
the projected cash value and cash surrender value, if different, as of one year from the end of the period
covered by the report assuming that: (i) Planned periodic premiums, if any, are paid as scheduled; (ii)
guaranteed costs of insurance are deducted; and (iii) the net return is equal to the guaranteed rate or,
in the absence of a guaranteed rate, is not greater than zero. If the projected value is less than zero, a
warning message must be included that states that the policy may be in danger of terminating without
value in the next 12 months unless additional premium is paid.

33.9(2) Annually, a statement or statements including:

a. A summary of the financial statement of the separate account based on the annual statement
last filed with the commissioner;

b.  The net investment return of the separate account for the last year and, for each year after the
first, a comparison of the investment rate of the separate account during the last year with the investment
rate during prior years, up to a total of not less than five years when available;

c. A list of investments held by the separate account as of a date not earlier than the end of the
last year for which an annual statement was filed with the commissioner;

d.  Any charges levied against the separate account during the previous year;

e. A statement of any change, since the last report, in the investment objective and orientation
of the separate account, in any investment restriction or material quantitative or qualitative investment
requirement applicable to the separate account or in the investment advisor of the separate account.
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33.9(3) For flexible premium policies, a report must be sent to the policyholder if the amounts
available under the policy on any policy processing day to pay the charges authorized by the policy
are less than the amount necessary to keep the policy in force until the next following policy processing
day. The report must indicate the minimum payment required under the terms of the policy to keep it in
force and the length of the grace period for payment of such amount.

191—33.10(508A) Foreign companies. If the law or regulation in the place of domicile of a foreign
company provides a degree of protection to the policyholders and the public which is substantially similar
to that provided by this chapter, the commissioner to the extent deemed appropriate in the commissioner’s
discretion, may consider compliance with such law or regulation as compliance with this chapter.

191—33.11(508A) Qualifications of agents for the sale of variable life insurance. Rescinded IAB
3/24/99, effective 4/28/99.

191—33.12(508A) Separability article. If any provision of this chapter or the application thereof to
any person or circumstance is for any reason held to be invalid, the remainder of the regulation and the
application of such provision to other persons or circumstances shall not be affected thereby.
These rules are intended to implement lowa Code chapter S08A.
[Filed 3/23/84, Notice 1/18/84—published 4/11/84, effective 6/1/84]
[Filed 7/11/86, Notice 6/4/86—published 7/30/86, effective 9/3/86]'
[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 3/5/99, Notice 11/4/98—published 3/24/99, effective 4/28/99]

' See IAB Insurance Division
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CHAPTER 34
NONPROFIT HEALTH SERVICE CORPORATIONS

[Prior to 10/22/86, Insurance Department[510]]

191—34.1(514) Purpose. The purpose of this chapter is to specify those requirements imposed upon
health service corporations under lowa Code chapter 514 and delineate standards for the commissioner’s
implementation of these requirements.

191—34.2(514) Definitions. For purposes of this chapter, the following definitions shall apply:

“Commissioner” means the commissioner of insurance for the state of lowa.

“Competitor” means a corporation, business entity, or person engaged in the business of contracting
to provide health care services to others, pay indemnity for health care services provided to others, or
provide administrative services relevant thereto in the state of lowa.

“Division” means the insurance division of lowa.

“Employee” is as defined by Iowa Code section 85.61.

“Health care services” means services included in the furnishing to any individual of medical or
dental care, or hospitalization, or incident to the furnishing of such care or hospitalization, as well as
the furnishing to any person of all other services for the purposes of preventing, alleviating, curing or
healing human illness, injury, or physical disability.

“Immediate family member” means an individual within the first degree of consanguinity or affinity
who resides in the same household. With respect to determining the immediate family or spouse of a
provider, only those providers licensed and practicing in Iowa on a regular basis shall be considered.

“Material financial interest” means a vested interest of at least 10 percent of the fair market value
of the property or an interest from which at least 10 percent of individual’s gross income is derived.

“Provider” means any physician, hospital, or person as defined in lowa Code chapter 4 which is
licensed or otherwise authorized in the state of lowa to furnish health care services.

“Related industry” means a commercial enterprise whose goods or services are by design or function
primarily for use in the health care services industry. Related industry does not include commercial
enterprises whose goods and services are generic to business in general, such as, but not limited to,
utilities, food, cleaning, financial, or legal services.

“Subscriber” means an individual who enters into a contract for hospital services, medical or surgical
services, dental services, pharmaceutical services, or optometric services with a corporation subject
to Iowa Code chapter 514. With respect to contracts providing benefits to more than one individual,
subscriber shall include each individual entitled to receive benefits who has reached the legal age of
majority. Subscriber also includes all individuals entitled to receive services or payment for services
from a corporation subject to lowa Code chapter 514 pursuant to the terms of a contract or certificate
issued by the corporation to an employer or group. Subscriber also includes any individual eligible for
medical assistance or additional medical assistance as defined by lowa Code chapter 249A and with
respect to whom the department of human services has entered into a contract with the corporation
subject to lowa Code chapter 514.

“Subscriber director” means a subscriber who is a member of the board of directors of a corporation
subject to lowa Code chapter 514 and who is not a provider, the spouse or an immediate family member
of a provider. Subscriber director includes only those individuals nominated pursuant to subrule 34.7(2).
Subscriber director does not include any individual who has a material financial interest or fiduciary
interest in the delivery of health care services or a related industry, an employee of an institution which
provides health care services, or the spouse or an immediate family member of such an individual. A
subscriber director of a hospital or medical service corporation shall be a subscriber of the services of
that corporation. Proof of compliance with the requirements of this paragraph shall be by affidavit.
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191—34.3(514) Annual report requirements. Each corporation subject to lowa Code chapter 514 shall
file an annual statement on the National Association of Insurance Commissioner’s annual statement
blank.

This rule is intended to implement lowa Code section 514.9.

191—34.4(514) Arbitration. Parties defined in Iowa Code section 514.13 may submit covered disputes
to the commissioner. The following procedures shall be followed when covered disputes are submitted
to the commissioner.

34.4(1) The party seeking arbitration shall file a petition for arbitration requesting arbitration by the
commissioner and setting forth the facts which are the basis for the dispute, together with a statement of
the factual or legal issue(s), and the party’s position on the issue(s), and serve a copy of the petition by
certified mail upon the other party(ies) to the dispute. Proof of service shall be promptly filed with the
commissioner.

34.4(2) The other party(ies) shall file within 20 days an answer to the petition for arbitration,
admitting or denying the facts alleged in the petition and indicating whether there is agreement with the
statement of the issue(s) in the petition and setting forth the other party’s position on the issue(s). All
papers other than the petition shall be served in accordance with lowa Rule of Civil Procedure 1.415
with proof of service to be made in conformance therewith.

34.4(3) The commissioner shall conduct a prehearing conference in accordance with rule
191—3.5(17A,502,505) at which the commissioner may set a schedule for the submission of briefs by
the parties, and, if necessary, shall provide for the holding of an evidentiary hearing. The parties are
encouraged to stipulate to the facts and agree as to the legal issue(s).

34.4(4) The commissioner may submit the dispute to a person selected by the commissioner, who
may or may not be employed by the division, who shall make proposed findings and recommendations

to the commissioner for a decision by the commissioner.
[Editorial change: IAC Supplement 11/17/10]

191—34.5(514) Filing requirements. All matters subject to the division’s approval under lowa Code
chapter 514 shall be submitted pursuant to rule 191—20.1(505,509,514A,515,515A,515F) prior to the
intended effective date.

191—34.6(514) Participating hospital contracts.

34.6(1) The following standards shall be applied to all participating hospital contracts subject to
approval under lowa Code section 514.8 and shall be relied upon by the commissioner in deciding
whether approval is granted:

a. Contracts shall be fair to the subscribers of the hospital service corporation.

b.  Contracts shall be fair to the hospital service corporation.

c¢.  Contracts shall be fair, reasonable, and in the public interest.

d.  The subscribers’ rights to service under participating hospital contracts shall be adequately
specified and protected.

e.  The contract shall not be unfairly discriminatory with respect to the provision of services to
subscribers.

f Contracts shall not be detrimental to the financial condition of the hospital service corporation.

g. The payment of consideration required of the hospital service corporation by the provisions of
the contract shall not be excessive, inadequate or unfair.

34.6(2) The prototype contract used by hospital service corporations with participating hospitals for
hospital service shall be subject to the prior approval of the division. The individual contracts between
hospital service corporations and individual participating hospitals are not subject to prior approval,
so long as they substantially conform to the prototype contract approved by the commissioner. An
informational filing shall be required upon execution of an individual hospital contract. An individual
hospital contract shall be deemed to be in substantial conformity with the prototype contract if it is not
disapproved within 30 days of filing.
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34.6(3) In order to ensure fair and equitable charges to and premiums paid by subscribers of hospital
service corporations, any method for paying hospitals which is contained in contracts between hospital
service corporations and participating hospitals shall contain the following:

a. Incentives for high productivity and disincentives that encourage efficiency in hospital
operation and effectiveness in use;

b.  Provisions for economic trends;

c.  Adjustments for variations in capacity among large hospitals and small hospitals;

d.  Control mechanisms on unnecessary utilization and inappropriate setting for care;

e. Payment levels to hospitals which are equitable and meet reasonable financial requirements;

/- An internal appeal mechanism for disputes relating to budget review.

This rule is intended to implement Iowa Code chapter 514.

191—34.7(514) Composition, nomination, and election of board of directors.

34.7(1) Composition of board of directors. The composition of the board of directors of each
corporation subject to lowa Code chapter 514 shall be as follows:

a. On and after August 1, 1984, a majority of the members of the board of directors of each
corporation subject to lowa Code chapter 514 shall be subscriber directors.

b.  On and after August 1, 1985, at least two-thirds of the members of the board of directors of
each corporation subject to lowa Code chapter 514 shall be subscriber directors.

34.7(2) Nomination of subscriber directors.

a.  Until the board composition requirements of subrule 34.7(1), paragraph “b,” are met, a ballot
containing nominees for subscriber director positions shall be prepared by an independent subscriber
nominating committee pursuant to subrule 34.7(3). Nominations for subscriber director positions may
also be made by petition signed by at least 50 subscribers. The independent subscriber nominating
committee shall consider the petitions to determine which persons, if any, nominated by those petitions
shall be placed on the ballot.

b.  Once the board composition requirements of subrule 34.7(1), paragraph “b,” are met, a ballot
containing nominees for subscriber director position shall be prepared by the subscriber directors under
procedures established by the board of directors. These procedures shall also permit nomination by a
petition of at least 50 subscribers. The board shall determine which persons, if any, nominated by these
petitions shall be placed on the ballot.

34.7(3) Independent subscriber nominating committee.

a. Generally. An independent subscriber nominating committee shall be appointed for each
corporation subject to lowa Code chapter 514. Each independent subscriber nominating committee
shall consist of at least five to seven members. Commonality of membership among the independent
subscriber nominating committees shall be permissible. The independent subscriber nominating
committee for each corporation shall, as a whole, be broadly representative of the subscribers of the
corporation. The independent subscriber nominating committee for each corporation shall serve only
until the composition of the board of directors for the corporation meets the requirements of subrule
34.7(1), paragraph “b.”

b.  Standards for independent subscriber nominating committee membership. Each individual
appointed to the independent subscriber nominating committee shall meet the following criteria:

(1) Each member of an independent subscriber nominating committee shall be a subscriber of a
corporation subject to lowa Code chapter 514. Each member of the independent subscriber nominating
committee of a hospital or medical service corporation shall be a subscriber of the services of that
corporation.

(2) No member of an independent subscriber nominating committee shall be a member of the board
of directors of a corporation subject to lowa Code chapter 514.

(3) No member, their spouse or an immediate family member, of an independent subscriber
nominating committee shall have a material financial interest in, be a fiduciary to, or be an employee of
a competitor. Proof of compliance with this requirement shall be by affidavit.
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(4) Each member of an independent subscriber nominating committee shall have reasonable
knowledge of the operation of and issues facing the corporation for which the independent subscriber
nominating committee has been appointed.

c¢.  Appointment. The commissioner shall appoint each committee from names suggested by
individual subscribers, group subscribers, labor organizations, the Health Policy Corporation of lowa,
each corporation subject to lowa Code chapter 514, and other interested persons. Interested persons
shall submit the names of potential independent subscriber nominating committee members to the
commissioner within 30 days of the effective date of these rules. The committee appointments will be
within 7 days thereafter.

d.  Work of the independent subscriber nominating committee. The independent subscriber
nominating committee shall develop a ballot containing nominees for subscriber director positions to be
filled. At least two and not more than three individuals shall be nominated for each subscriber director
position to be filled.

The independent subscriber nominating committee shall also consider each individual currently
serving as a subscriber representative on the board of directors of a corporation operating pursuant to
Iowa Code chapter 514, and each individual nominated by subscriber petitions, for inclusion on the
ballot containing nominees for subscriber directors. The independent subscriber nominating committee
shall select nominees that represent a broad spectrum of subscriber interests including an appropriate
balance of demographic and geographic characteristics for the corporation’s service area.

e.  Criteria for nominees. The independent subscriber nominating committee shall utilize the
following criteria in developing nominations for subscriber directors:

(1) Each nominee shall be a subscriber of a corporation subject to lowa Code chapter 514. Each
nominee to the board of directors of a hospital or medical service corporation shall be a subscriber of the
services of that corporation. The corporation shall verify a potential nominee’s subscriber status upon
inquiry by an independent subscriber nominating committee.

(2) A nominee, their spouse or an immediate family member, shall not have a material financial
interest in, be a fiduciary to, or be an employee of a competitor or provider. Proof of compliance with
this requirement shall be by affidavit.

(3) Each nominee shall have reasonable knowledge of the operation of and issues facing the
corporation to whose board the nominee has been nominated.

34.7(4) Election of subscriber directors. Each subscriber director shall be elected from the
subscriber nominees placed on a ballot prepared as provided by these rules. The ballot shall
alphabetically list the subscriber nominees and indicate that each member shall vote only for the same
number of candidates as there are positions to be filled. Election shall be by the corporate membership.
Nominees receiving the most votes shall be considered elected to the positions.

The ballot for electing subscriber directors may also contain nominees to be elected to provider
director positions.

34.7(5) Nomination of provider directors.

a. Until the board composition requirements of subrule 34.7(1), paragraph “b,” are met,
nominations for provider director positions may be made by petition signed by at least 50 providers.
The independent subscriber nominating committee shall consider the petitions to determine which
persons, if any, nominated by those petitions shall be placed on the ballot.

b.  Once the board composition requirements of subrule 34.7(1), paragraph “b, ” are met, the board
of directors shall establish procedures to permit nomination of provider directors by petition of at least 50
participating providers. The board of directors shall consider the petitions to determine which persons,
if any, nominated by those petitions shall be placed on the ballot.

c.  This subrule shall not be construed to preclude nominations for provider director positions by
any alternate means provided by the corporation’s articles or bylaws.

34.7(6) Construction. The articles or bylaws of a corporation operating pursuant to lowa Code
chapter 514 shall continue in existence to the extent that they do not conflict with this rule.

This rule is intended to implement lowa Code section 514.4.
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[Editorially transferred from [510] to [191], IAC Supp. 10/22/86; see IAB 7/30/86]
[Filed 3/9/07, Notice 1/31/07—published 3/28/07, effective 5/2/07]
[Editorial change: IAC Supplement 11/17/10]
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CHAPTER 35
ACCIDENT AND HEALTH INSURANCE

BLANKET ACCIDENT AND SICKNESS INSURANCE
[Prior to 10/22/86, Insurance Department[510]]

191—35.1(509) Purpose. The purpose of this regulation is to establish guidelines for insurers to make
special risk coverage available to particular groups that will be exposed to specific hazards for a certain
period of time.

191—35.2(509) Scope. These rules shall apply to all insurance companies holding a certificate of
authority to transact the business of insurance under the provisions of lowa Code chapters 508 and 515.

191—35.3(509) Definitions.

35.3(1) Blanket accident and sickness insurance is hereby declared to be that form of accident,
sickness or accident and sickness insurance designed to insure against specified hazards incident to or
defined by reference to a particular activity or activities and covering groups of persons as enumerated
in the following subparagraphs:

a. Under a policy issued to an employer, who shall be deemed the policyholder covering any
group of employees defined by reference to specific hazards incident to an activity or activities of the
policyholder.

b.  Under a policy issued to a college, high school, junior high school, grade school, school district,
school jurisdictional unit or other institution of learning; or to the head, principal, governing board of
any such educational unit who or which shall be deemed the policyholder covering students, teachers or
employees.

c¢.  Under a policy issued to any religious, charitable or educational organization, or branch
thereof, which shall be deemed the policyholder covering any group of members or participants defined
by reference to specified hazards incident to an activity or activities sponsored or supervised by such
policyholder.

d.  Underapolicy issued to a sports team, youth camp, recreational organization or sponsor thereof,
which shall be deemed the policyholder, covering members, campers, participants, employees, officials
O SUpervisors.

e. Under a policy issued to any volunteer fire department, first aid, civil defense or other such
volunteer organizations, which shall be deemed the policyholder, covering any group of members or
participants defined by reference to specified hazards incident to an activity or activities or operations
sponsored or supervised by such policyholder.

/- Under a policy issued to a newspaper or other publisher, which shall be deemed the
policyholder, covering its carriers.

g. Under a policy issued to an association, other than a labor union, trade association or industrial
association, which shall have a constitution and bylaws and which has been organized and is maintained
in good faith for purposes other than that of obtaining insurance, which shall be deemed the policyholder,
covering any group of members or participants defined by reference to specified hazards incident to an
activity or activities or operations sponsored or supervised by such policyholder.

h.  Under a policy issued to cover any other risk or class of risks which, in the discretion of the
commissioner, may be properly eligible for blanket accident and sickness insurance. The discretion of
the commissioner may be exercised on an individual risk basis or class of risks, or both.

35.3(2) Brochure shall mean an instrument, booklet or pamphlet setting forth a statement as to the
insurance protection provided, to whom the insurance benefits are payable, sufficient information on the
procedure an insured shall follow in filing a claim and such other provisions as are in the opinion of the
commissioner of insurance necessary to inform the holder thereof as to rights under the policy.

35.3(3) For purposes of 2005 Iowa Acts, House File 420, section 1, relating to biologically
based mental illness coverage in a group policy, contract or plan providing for third-party payment of
health, medical, and surgical coverage benefits issued by a carrier or by an organized delivery system,
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“biologically based mental illness” shall mean the following mental disorders as they are defined
under the following diagnostic classes within the American Psychiatric Association’s Diagnostic and
Statistical Manual of Mental Disorders, edition DSM-IV-TR:

a. Schizophrenia. Diagnostic codes 295.xx and 293.xx, including all specific subtypes of
schizophrenia listed under those two diagnostic codes and using an appropriate extension. Schizophrenia
also includes diagnostic codes 295.40, 295.70, 297.1, 298.8, 297.3 and 298.9.

b.  Bipolar disorders. Diagnostic code 296.xx including all specific subtypes of bipolar disorders
listed under that diagnostic code and using an appropriate extension. Bipolar disorders also includes
diagnostic codes 286.89, 301.13, 296.80, 293.83 and 296.90.

c¢.  Major depressive disorders. Diagnostic codes 296.2x and 296.3x including all specific subtypes
of major depressive disorders listed under those two diagnostic codes and using an appropriate extension.

d.  Schizo-affective disorders. Diagnostic code 295.70.

e.  Obsessive-compulsive disorders. Diagnostic code 300.3.

f- Pervasive development disorders. Diagnostic codes 299.00, 299.80 and 299.10.

g.  Autistic disorders. Diagnostic code 299.00.

191—35.4(509) Required provisions. No blanket policy as herein defined shall be issued or delivered
in this state unless a copy of the policy and brochure if required, has been approved by the commissioner
of insurance in accordance with the provisions set forth in rule 35.7(509). All policies of blanket accident
or sickness insurance or combination thereof issued in this state shall contain in substance the following
provisions:

35.4(1) A provision that the policy including endorsements and a copy of the application, if any, of
the policyholder and the persons insured shall constitute the entire contract between the parties, and that
any statement made by the policyholder or by a person insured shall in the absence of fraud, be deemed
a representation and not a warranty. No such statement shall be used in defense of a claim under the
policy, unless it is contained in a written application. If a copy of such application is not delivered to
the person insured the insurer shall be precluded from introducing such application as evidence in any
action involving any statements contained therein.

35.4(2) A provision that written notice of sickness or of injury must be given to the insurer within
20 days of the date when such sickness or injury occurred. Failure to give notice within such time shall
not invalidate nor reduce any claim if it shall be shown not to have been reasonably possible to give such
notice and that notice was given as soon as was reasonably possible.

35.4(3) A provision that the insurer will furnish either to the claimant or to the policyholder for
delivery to the claimant such forms as are usually furnished by it for filing proof of loss. If such forms
are not furnished before the expiration of 15 days after giving such notice, the claimant shall be deemed
to have complied with the requirements of the policy as to proof of loss upon submitting within the time
fixed in the policy for filing proof of loss, written proof covering the occurrence, the character and the
extent of the loss for which claim is made.

35.4(4) A provision that in the case of claim for loss of time for disability, written proof of such
loss must be furnished to the insurer within 90 days after the commencement of the period for which
the insurer is liable, and that subsequent written proofs of the continuance of such disability must be
furnished to the insurer at such intervals as the insurer may reasonably require, and that in the case of
claim for any other loss, written proof of such loss must be furnished to the insurer within 90 days after
the date of such loss. Failure to furnish such proof within such time shall not invalidate nor reduce any
claim if it shall be shown not to have been reasonably possible to furnish such proof and that such proof
was furnished as soon as was reasonably possible.

35.4(5) A provision that all benefits payable under the policy other than benefits for loss of time will
be payable immediately upon receipt of due written proof of such loss, and that, subject to due proof
of loss, all accrued benefits payable under the policy for loss of time will be paid not less frequently
than monthly during the continuance of the period for which the insurer is liable, and that any balance
remaining unpaid at the termination of such period will be paid immediately upon receipt of such proof.
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35.4(6) A provision that the insurer at its own expense, shall have the right and opportunity to
examine the person of the insured when and so often as it may reasonably require during the pendency
of claim under the policy and also the right and opportunity to make an autopsy where it is not prohibited
by law.

35.4(7) A provision that no action at law or in equity shall be brought to recover under the policy
prior to the expiration of 60 days after written proof of loss has been furnished in accordance with the
requirements of the policy and that no such action shall be brought after the expiration of three years
after the time written proof of loss is required to be furnished.

191—35.5(509) Application and certificates not required. An individual application need not be
required from a person covered under a blanket accident and sickness policy, nor shall it be necessary
for the insurer to furnish each person a certificate; however, a brochure as herein defined shall be issued
to the policyholder for delivery to each person insured as defined in 35.3(1)“0” and “g.”

191—35.6(509) Facility of payment. All benefits under any blanket accident and sickness policy shall
be payable to the person insured, to a designated beneficiary or beneficiaries, or to their estate, except
that if the person insured be a minor or otherwise not competent to give a valid release, such benefits
may be made payable to their parent, guardian or other person actually supporting the insured, designated
beneficiary, or beneficiaries. The policy may also provide that all or a portion of any indemnities provided
by any such policy on account of hospital, nursing, medical or surgical services may with the consent
of the insured be paid directly to the hospital or person rendering such services, but the policy may not
require that the services be rendered by a particular hospital or person. Payment so made shall discharge
the obligation of the insurer with respect to the amount of insurance so paid.
These rules are intended to implement lowa Code section 509.6.

191—35.7(509) General filing requirements.

35.7(1) Insurance companies required to file rates or forms with the division shall submit required
rate and form filings pursuant to rule 191—20.1(505,509,514A,515,515A,515F).

35.7(2) Each filing must be submitted to the division of insurance not less than 60 days prior to the
effective date of the filing. Any deficiencies or discrepancies in the filing will delay final approval. In
case of disapproval, the company will be notified by the division.

191—35.8(509) Electronic delivery of accident and health group insurance certificates.

35.8(1) Purpose. The purpose of this rule is to authorize the electronic delivery of accident and
health group insurance certificates in an efficient manner by insurers and group policyholders, while
guaranteeing that individual plan members still receive the important information contained in such
group insurance certificates, as required by lowa Code section 509.3(2), and as allowed by the uniform
electronic transactions Act, lowa Code chapter 554D.

35.8(2) Scope. This rule shall apply to all insurance companies holding a certificate of authority to
transact the business of insurance under the provisions of lowa Code chapters 508 and 515.

35.8(3) Electronic delivery—insurance companies. The insurer will be deemed to comply with the
requirements of Iowa Code section 509.3(2) if the group insurance certificate is delivered to the group
policyholder electronically and if:

a. The insurer takes appropriate and necessary measures to ensure that the system for furnishing
group insurance certificates results in actual receipt of transmitted information by group policyholders,
which may be done by:

(1) Using return-receipt electronic mail features;

(2) Periodic reviews or surveys to confirm receipt of the transmitted information; or

(3) Any other method approved by the insurance commissioner.

b.  The electronic documents contain the same content and appear in reasonably the same format
as the certificates previously approved by the insurance commissioner.
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c¢.  Each group policyholder is provided notice, through electronic means or in writing, apprising
the group policyholder of the fact that the certificate will be furnished electronically, of the significance
of the certificate and the group policyholder’s obligations under this rule, and of the group policyholder’s
right to request and receive a paper copy of the document for each participant.

d.  Upon request of any group policyholder, the insurer furnishes paper copies of the group
insurance certificate that was delivered to the group policyholder electronically, so that the group
policyholder may provide them to participants that have requested paper copies.

35.8(4) Electronic delivery—group policyholders. The group policyholder will be deemed to
comply with the requirements of Iowa Code section 509.3(2) if the group insurance certificate is
delivered to the individual plan member electronically and if:

a.  The group policyholder takes appropriate and necessary measures to ensure that the system for
furnishing group insurance certificates results in actual receipt of transmitted information by participants,
which may be done by:

(1) Using return-receipt electronic mail features;

(2) Periodic reviews or surveys to confirm receipt of the transmitted information; or

(3) Any other method approved by the insurance commissioner.

b.  The electronic documents contain the same content and appear in reasonably the same format
as the certificates previously approved by the insurance commissioner.

c¢.  Each participant is provided notice, through electronic means or in writing, apprising the
participant of the fact that the certificate will be furnished electronically, of the significance of the
certificate, and of the participant’s right to request and receive, free of charge, a paper copy of the
document.

d.  Upon request of any participant, the group policyholder furnishes, free of charge, a paper copy
of the group insurance certificate that was delivered to the participant electronically.

This rule is intended to implement Iowa Code chapter 509.

191—35.9 to 35.19 Reserved.

191—35.20(509A) Life and health self-funded plans.

35.20(1) Scope. This rule shall apply to life and health self-funded plans for political subdivisions
of the state, school corporations, and all other public bodies of the state. This rule shall not apply to life
and health self-funded plans for the state of lowa.

35.20(2) Iowa Code chapter 28E agreements—certificate of registration. Public entities seeking to
pool risk through a joint exercise of power under lowa Code chapter 28E shall apply for and obtain a
certificate of registration from the commissioner. This subrule shall not apply to single-employer public
entities with self-insured plans.

a.  An application for a certificate of registration shall contain the following:

(1) A copy of the proposed agreement entered into pursuant to lowa Code chapter 28E, to be
executed by all plan participants;

(2) A copy of'the articles of incorporation, bylaws, agreements, or other documents or instruments
describing the rights and obligations of employers, employees and beneficiaries;

(3) A copy of all contracts with insurance companies, consultants and third-party administrators;

(4) A business plan, including a copy of all contracts or other instruments which the 28E agreement
proposes to make with or sell to its members, a copy of its plan description and the printed matter to be
used in the solicitation of members; and

(5) A current list of all participating public entities.

b.  Towa Code chapter 28E agreements shall contain the following provisions:

(1) Ifthe planis in a deficit position, a participant cannot terminate from the plan without the prior
written consent of the commissioner;

(2) If a participant in the plan terminates, the terminating participant shall be assessed its
proportionate share of the plan’s deficit, if any;
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(3) Deficit assessments shall be mandatory for all plan participants within a time frame acceptable
to the commissioner;

(4) Plan participants have no individual interest in the accumulated surplus of a plan; and

(5) Upon termination of the plan, surplus remaining after the payment of all liabilities shall be
distributed proportionately to plan participants that were active members of the plan on the termination
date.

c¢.  Reporting requirements. In addition to the requirements of subrule 35.20(3), all public entities
pooling risk shall submit:

(1) Quarterly financial statement. A plan shall file with the commissioner of insurance within
60 days of the end of each quarter a report which has been verified by at least two of its principal
officers and which covers the preceding calendar quarter. The report shall be on a form prescribed by
the commissioner. The commissioner of insurance may request additional reports and information from
a plan as often as is deemed necessary.

(2) Amendments. A plan shall submit copies of any proposed amendment to the documents
submitted in accordance with subrule 35.20(2), paragraph “a, ” 30 days in advance of the amendment’s
proposed effective date.

(3) Other documents. A plan shall submit any other documents deemed necessary by the
commissioner.

35.20(3) Minimum plan standards for both pooled and single-employer public entities. Self-funded
life plans subject to this rule shall meet the requirements of lowa Code sections 509.1, 509.2, 509.4, and
509.15 and rules thereunder. Self-funded health plans subject to this rule shall meet the requirements of
Iowa Code sections 509.1 and 509.3 and rules thereunder. In order to ensure that a self-funded life or
health plan is able to cover all reasonably anticipated expenses and to avoid liability for the public body,
a self-funded life or health plan shall provide that:

a. An annual report showing the starting and ending balance of the fund, deposits of monthly
accrual rates and other assets of the fund, and the amount and nature of all disbursements from the fund
shall be prepared and submitted to the governing body of the public body. An annual report shall be
made to show a separate accounting to reflect all required reserves.

b.  Monthly accrual rates shall be established at a satisfactory level to provide funds to cover all
claims, reserves, and expenses to operate the plan. Accrual rates shall be reevaluated annually. Accrual
rates shall be funded solely through public body contributions or through a combination of employer and
employee contributions.

c¢. A plan fund shall be established exclusively for the deposit of monthly accrual rates and other
assets pertaining to the plan. After a self-funded life or health plan is established and as long as any
claims may be made against the plan fund, all contributions shall be deposited as collected in the plan
fund. The plan fund shall be disbursed only for plan expenses.

d. The following reserves shall be established in the plan fund:

(1) A reserve for claims that have been incurred by participants under the plan, but have not yet
been presented for payment. The appropriate amount of this reserve shall be on an actuarially sound basis
as determined by an independent actuary, an insurance company, or a nonprofit health service corporation
authorized pursuant to lowa Code chapter 514.

(2) A claims fluctuation reserve for setting aside funds that become available during a month when
claims are less than projected for that month. Funds shall be maintained and available for a month
in which claims exceed those projected for that month. For public entities that require a certificate of
registration under subrule 35.20(2), the claims fluctuation reserve shall equal or exceed a minimum of
two months of paid claims.

e.  The public body shall obtain a fidelity bond as a guaranty of faithful operation of the self-funded
plan by the public body, its officers, agents, and employees.

£ Disbursements from the plan fund shall be made only for the following specified plan expenses:

(1) Payment of claims.

(2) Cost of aggregate excess loss coverage.

(3) Cost of specific excess loss coverage.
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(4) Bonding expenses.

(5) Payment of service fees applicable to plan design, payment of claims, materials explaining plan
benefits, actuarial assistance, legal assistance, and accounting assistance.

(6) Other expenses directly related to the operation of the plan.

g Aggregate excess loss coverage shall be obtained which will limit a public body’s total claim
liability for each year to not more than 125 percent of the level of claims liability as projected by an
independent actuary or insurance company. A public body shall fund this potential additional liability of
25 percent either by allocating necessary funds from the operating fund of the general fund or by setting
up an additional reserve in the operating fund. Specific excess loss coverage may also be obtained if a
public body wishes to limit its total annual liability on claims for any one claimant.

h.  The commissioner may retain an independent actuary, at the commissioner’s discretion, to
review the adequacy of a plan’s reserves. The cost of such review shall be paid by the plan. Examples
that illustrate when the commissioner may retain an independent actuary include, but are not limited to,
negative trends in the plan’s financial statements, an increase in consumer complaints about the plan’s
failing to timely pay claims and material changes to the plan’s operations.

35.20(4) Plan shortfalls. If the resources of any self-funded plan subject to this rule are not adequate
to fully cover all claims under that plan, then the public body sponsoring that plan shall make up the
shortfall from other resources.

35.20(5) Confidentiality. Information held by the plan administrator of a self-funded plan shall
be kept confidential. An employee or agent of the plan administrator shall not use or disclose any
information to any person, except to the extent necessary to administer claims or as otherwise authorized
by law.

35.20(6) A health self-funded plan subject to this rule shall not prohibit a participating provider from
or penalize a participating provider for discussing treatment options with covered persons, irrespective of
a self-funded plan’s position on the treatment options, or from advocating on behalf of covered persons
within the utilization review or grievance processes established by the self-funded plan or a person
contracting with the self-funded plan.

The self-funded plan shall not penalize a provider because the provider, in good faith, reports to
state or federal authorities any act or practice by the self-funded plan that, in the opinion of the provider,
jeopardizes patient health or welfare.

35.20(7) Benefits shall be made available by the health self-funded plan for inpatient and outpatient
emergency services. Since self-funded plans may not contract with every emergency care provider in an
area, self-funded plans shall make every effort to inform members of participating providers.

The term “emergency services” means, with respect to an individual enrolled with an organization,
covered inpatient and outpatient services that are furnished by a provider who is qualified to furnish the
services that are needed to evaluate or stabilize an emergency medical condition.

The term “emergency medical condition” means a medical condition manifesting itself by symptoms
of sufficient severity, including but not limited to severe pain, that an ordinarily prudent layperson,
who possesses an average knowledge of health and medicine, could reasonably expect the absence of
immediate medical attention to result in one of the following:

1. Placing the health of the individual or, with respect to a pregnant woman, the health of the
woman and her unborn child in serious jeopardy;

2. Serious impairment to bodily function; or

3. Serious dysfunction of any bodily organ or part.

Reimbursement to a provider of “emergency services” shall not be denied by any health maintenance
organization without that organization’s review of the patient’s medical history, presenting symptoms,
and admitting or initial diagnosis as well as final diagnosis, submitted by the provider, in determining
whether, by definition, emergency services could reasonably have been expected to be provided.
Reimbursement for emergency services shall not be denied solely on the grounds that a noncontracted
provider performed services. If reimbursement for emergency services is denied, the enrollee may
file a complaint with the self-funded plan. Upon denial of reimbursement for emergency services, the
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self-funded plan shall notify the enrollee and the provider that they may register a complaint with the
commissioner of insurance.

35.20(8) A health self-funded plan subject to this rule shall allow a female member direct access to
obstetrical or gynecological services from network and participating providers. The plan shall also allow
a pediatrician to be the primary care provider for a child through the age of 18.

This rule is intended to implement lowa Code chapter S09A and 2003 Iowa Acts, chapter 83.

191—35.21(509) Review of certificates issued under group policies.

35.21(1) Nondiscretionary groups. A certificate of coverage delivered in this state under a group life
or accident and health insurance policy issued to a group substantially as described in lowa Code section
509.1, subsections (1) to (7), shall not be reviewed by the commissioner if the policy is issued outside
of this state.

35.21(2) Discretionary groups. A certificate of coverage delivered in this state under a group life
or accident and health insurance policy issued to a group not substantially as described in lowa Code
section 509.1, subsections (1) to (7), shall not be reviewed by the commissioner if the policy is issued
outside of this state and if the policy is issued or offered in a state which has reviewed and approved the
policy under a statute substantially similar to lowa Code section 509.1(8).

These rules are intended to implement lowa Code sections 509.1, 509.6, and 509A.14.

LARGE GROUP HEALTH INSURANCE COVERAGE

191—35.22(509) Purpose. This division of Chapter 35 implements the requirements of Pub.L. 104-191,
the Health Insurance Portability and Accountability Act of 1996 and lowa Code section 509.3 for large
group health insurance coverage.

191—35.23(509) Definitions.

“Affiliation period” means a period of time that must expire before health insurance coverage
provided by an HMO becomes effective, and during which the HMO is not required to provide benefits.

“Beneficiary” has the meaning given the term under Section 3(8) of the Employee Retirement
Income Security Act of 1974 (ERISA), which states, “a person designated by a participant, or by the
terms of an employee benefit plan, who is or may become entitled to a benefit” under the plan.

“Bona fide association” means, with respect to group health insurance coverage offered in lowa, an
association that meets the following conditions:

1. Has been actively in existence for at least five years.

2. Has been formed and maintained in good faith for purposes other than obtaining insurance.

3. Does not condition membership in the association on any health status-related factor relating
to an individual including an employee of an employer or a dependent of any employee.

4. Makes health insurance coverage offered through the association available to all members
regardless of any health status-related factor relating to the members or individuals eligible for coverage
through a member.

5. Does not make health insurance coverage offered through the association available other than
in connection with a member of the association.

“Carrier” means an entity subject to the insurance laws and regulations of this state, or subject to
the jurisdiction of the commissioner, that contracts or offers to contract to provide, deliver, arrange for,
pay for, or reimburse any of the costs of health care services, including an insurance company offering
sickness and accident plans, a health maintenance organization, a nonprofit health service corporation,
or any other entity providing a plan of health insurance, health benefits or health services.

“COBRA” means Title X of the Consolidated Omnibus Budget Reconciliation Act of 1985, as
amended.

“Commissioner” means the commissioner of insurance.

“Continuation coverage” means coverage under a COBRA continuation provision or a similar state
program. Coverage provided by a plan that is subject to a COBRA continuation provision or similar
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state program, but that does not satisfy all the requirements of that provision or program, will be deemed
to be continuation coverage if it allows an individual to elect to continue coverage for a period of at
least 18 months. Continuation coverage does not include coverage under a conversion policy required
to be offered to an individual upon exhaustion of continuation coverage, nor does it include continuation
coverage under the Federal Employees Health Benefits Program.

“Creditable coverage” means health benefits or coverage provided to an individual under any of the
following:

1. A group health plan.

2. Health insurance coverage.

3. Part A or Part B Medicare pursuant to Title XVIII of the federal Social Security Act.

4. Medicaid pursuant to Title XIX of the federal Social Security Act, other than coverage
consisting solely of benefits under Section 1928 of that Act.

5. 10 U.S.C. ch.55.

6. A health or medical care program provided through the Indian Health Service or a tribal
organization.

7. A state health benefits risk pool.

8. A health plan offered under 5 U.S.C. ch. 89.

9. A public health plan as defined under federal regulations.

10. A health benefit plan under Section 5(¢e) of the Peace Corps Act, 22 U.S.C. 2504(e).

11. An organized delivery system licensed by the director of public health.

12. A short-term limited durational policy.

“Director” means the director of public health appointed pursuant to lowa Code section 135.2.

“Division” means the division of insurance.

“Eligible employee” means an individual who is eligible to enroll in group health insurance coverage
offered to a group health plan maintained by an employer, in accordance with the terms of the group
health plan.

“Employee” means any individual employed by an employer.

“Enrollment date” means the first day of coverage or, if there is a waiting period, the first day of the
waiting period.

“Exhaustion of continuation coverage” means that an individual’s continuation coverage ceases for
any reason other than either failure of the individual to pay premiums on a timely basis, or for cause such
as making a fraudulent claim or an intentional misrepresentation of a material fact in connection with
the plan. An individual is considered to have exhausted continuation coverage if:

1. Coverage ceases due to the failure of the employer or other responsible entity to remit premiums
on a timely basis, or

2. When the individual no longer resides, lives, or works in a service area of an HMO or similar
program, whether or not within the choice of the individual, and there is no other continuation coverage
available to the individual.

“Group health plan” means an employee welfare benefit plan as defined in Section 3(1) of the federal
Employee Retirement Income Security Act of 1974, to the extent that the plan provides medical care
including items and services paid for as medical care to employees or their dependents as defined under
the terms of the plan directly or through insurance, reimbursement, or otherwise.

1. For purposes of this rule, “medical care” means amounts paid for any of the following:

e The diagnosis, cure, mitigation, treatment, or prevention of disease, or amounts paid for the
purpose of affecting a structure or function of the body.

e  Transportation primarily for and essential to medical care referred to in this definition.

e Insurance covering medical care referred to in this definition.

2. For purposes of this division, a plan, fund, or program established or maintained by a partnership
which, but for this paragraph, would not be an employee welfare benefit plan, shall be treated as an
employee welfare benefit plan which is a group health plan to the extent that the plan, fund, or program
provides medical care, including items and services paid for as medical care, for present or former
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partners in the partnership or to the dependents of such partners, as defined under the terms of the plan,
fund, or program, either directly or through insurance, reimbursement, or otherwise.

3. With respect to a group health plan, the term “employer” includes a partnership with respect to
a partner.

4.  With respect to a group health plan the term “participant” includes the following:

e  With respect to a group health plan maintained by a partnership, an individual who is a partner
in the partnership.

e  With respect to a group health plan maintained by a self-employed individual, under which
one or more of the self-employed individual’s employees are participants, the self-employed individual,
if that individual is, or may become, eligible to receive benefits under the plan or the individual’s
dependents may be eligible to receive benefits under the plan.

“Health insurance coverage” or “Health insurance plan” means benefits consisting of health care
provided directly, through insurance or reimbursement, or otherwise and including items and services
paid for as health care under a hospital or health service policy or certificate, hospital or health service
plan contract, or health maintenance organization contract offered by a carrier.

1. “Health insurance coverage” does not include any of the following:

Coverage for accident only, or disability income insurance.

Coverage issued as a supplement to liability insurance.

Liability insurance, including general liability insurance and automobile liability insurance.
Workers’ compensation or similar insurance.

Automobile medical payment insurance.

Credit-only insurance.

Coverage for on-site medical clinic care.

e  Other similar insurance coverage, specified in federal regulations, under which benefits for
medical care are secondary or incidental to other insurance benefits.

e  Flexible spending accounts.

2. “Health insurance coverage” does not include benefits provided under a separate policy as follows:

e Limited scope dental or vision benefits.

Benefits for long-term care, nursing home care, home health care, or community-based care.
Short-term limited durational insurance.

Any other similar, limited benefits as provided by rule of the commissioner.

Stop loss insurance coverage.

3. “Health insurance coverage” does not include benefits offered as independent noncoordinated
benefits as follows:

e  Coverage only for a specified disease or illness;

e  Hospital indemnity or other fixed indemnity insurance.

4. “Health insurance coverage” does not include Medicare supplemental health insurance as defined
under Section 1882(g)(1) of the federal Social Security Act, coverage supplemental to the coverage
provided under 10 U.S.C. ch. 55, and similar supplemental coverage provided under insurance coverage.

5. “Group health insurance coverage” means health insurance coverage offered in connection with
a group health plan.

“Health maintenance organization” or “HMO” means a federally qualified health maintenance
organization as defined in Section 1301(a) of the Public Health Services Act or an organization licensed
under Iowa Code section 514B.5.

“Large employer” means an employer employing two or more employees and which does not meet
the definition of small employer under lowa Code section 513B.2(16).

“Late enrollee” means an individual, other than one who enrolls during a special enrollment period,
who enrolls under a health benefit plan or health insurance coverage in connection with which it is issued,
other than during the first period in which the individual is eligible to enroll under terms of the health
benefit plan or health insurance coverage.
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“Network plan” means health insurance coverage of a health insurance issuer under which the
financing and delivery of medical care including items and services paid for as medical care are
provided, in whole or in part, through a defined set of providers under contract with the carrier.

“Organized delivery system” or “ODS” means an organized delivery system licensed by the director.

“Plan year” means the year that is designated as the plan year in the plan document of a group health
plan, except that if the plan document does not designate a plan year or if there is no plan document, the
plan year is:

1. The deductible/limit year used under the plan.

2. If the plan does not impose deductibles or limits on a yearly basis, the plan year is the policy
year.

3. If the plan does not impose deductibles or limits on a yearly basis, and either the plan is not
insured or the insurance policy is not renewed on an annual basis, the plan year is the employer’s taxable
year.

“Preexisting condition exclusion” means, with respect to health insurance coverage, a limitation
or exclusion of benefits relating to a condition based on the fact that the condition was present before
the date of enrollment for such coverage, whether or not any medical advice, diagnosis, care, or
treatment was recommended or received before such date. A preexisting condition exclusion includes
any exclusion applicable to an individual as a result of information that is obtained relating to an
individual’s health status before the individual’s first day of coverage, such as a condition identified as
a result of a preenrollment questionnaire or physical examination given to the individual, or review of
medical records relating to the preenrollment period.

“Short-term limited duration insurance” means health insurance coverage provided under a contract
with a carrier that has an expiration date specified in the contract, taking into account any extensions that
may be elected by the policyholder without the carrier’s consent, that is, within 12 months of the date
the contract becomes effective.

“Significant break in coverage” means a period of 63 consecutive days during all of which the
individual does not have any creditable coverage, except that neither a waiting period nor an affiliation
period is taken into account in determining a significant break in coverage.

“Special enrollment period” means a period other than the first period in which an eligible employee
or a dependent is eligible to enroll under the terms of group health insurance coverage in connection
with which it is issued, without regard to other enrollment periods defined under the health insurance
coverage.

“Waiting period” means, with respect to group health insurance coverage and an eligible employee
or a dependent who is potentially eligible for coverage under the plan, the period that must pass with
respect to the individual before the individual is eligible to be covered for benefits under the terms of the
plan.

191—35.24(509) Eligibility to enroll.

35.24(1) A carrier or an organized delivery system offering group health insurance coverage shall
not establish rules for eligibility, including continued eligibility, of an individual to enroll under 